







China Airlines 
Airbus crash kills 
up to 240 in Japan 


Up to 240 people died when a China Airlines Airbus 
A300-600R carrying 271 people on a flight from 


Taipei in Taiwan crashed and exploded while 


attempting to land at Nagoya airport in western 
Japan. Airbus said the aircraft was the first of 


its type to crash. Page 4 


$139m frozen in Schneider accounts: 
A Swiss prosecutor has frozen some SFr200m 


{stsem) fn secounts in Geneva banks connected 
© fugitive German property developer Jirgen 
Schneider, for whom a Frankfurt court yesterday 


issued an arrest warrant, Page 14 


UK a over backing for Dehaene 

‘The British government 
reacted with dismay 

to signals that German 
Chancellor Helmut 

Kohl may back Belgian 
prime minister Jean-Luc 
Dehaene (left) for the 
Presidency of the Euro- 
pean Commission. 

Mr Kohl is acutely 
conscious of the internal 
political pressures 

on UE prime minister 
John Major, but is disappointed at the erratic 





a policy-making of the British government. 


{la to assemble cara in Europe: Kia Motors 
is to become the first South Korean carmaker 


to assemble passenger vehicles in Europe in a 


Project to produce up to 30,000 sports-utility cars 


a year in Germany. Page 14 


Pakistan prepares for telecoms sell-off: 
The Pakistan government is to seek a valuation 
for Pakistan Telecommunications Corporation 
which it plans to privatise this year. Page 19 


Eastman Kodak, struggling US photographic 
group, said first-quarter sales and earnings, exclu- 
ding special items, were virtually Nat. Net income, 
excluding a $12m provision associated with the 
early retirement of debt, came in at $94m. Page 17 


Japan’s socialists ignore Hata: The chances 
of an early Japanese general election grew when 
prime minister Tsutomu Hata received no reply 
from the Socjal Democratic party to an invitation 
to rejoin his crippled coalition. Page 14; Confusion, 


collapse and cynicism, Page 4 


Compass plans to buy US caterer: UK 
Compass Group 


caterer and healthcare 


company 
Saree nei eS ee Oe 
teen Corporation of. for $450m. Page 16 


Bc oa eae a 


Eurotunnel is planning to raise around £650m 


(9949m) from a new class of senior bank debt 
as part of its £1.sbn refinancing package. Page 15 


Ailies pledge canunon line on Bosnia: 


The four-power contact group created to restore 
momentum to the Bosnian peace process pledged 


to present a united front in applying pressure 
Serbs and Moslems to agree 


on both Bosnian 
a settlement. Page 3 


Akzo Nobel 30% ahead: Economic recovery 
in Europe helped push up first-quarter net profit 
at Dutch-based chemicals group Akzo Nobel by 

30 per cant to 1 281m ($148m). Page 17 


Publication of Euro Disney audit urged: 
Jean Saint-Geours, chairman of Commission des 
de Bourse, the French stock market 
watchdog, urged Euro Disney’s creditors to make 
public their audit of the troubled letsure group’s 


finances, Page 18 


Tenneco, the Texas-based industrial company, 
is to sell 35 per cent of its Case farm and construc. 
tion equipment division, in an initial public offering. 


Page 15 


Hoechst 16% ahead: Pre-tax profits at German 
chemical group Hoechst rose 16 per cent in the 
first quarter to DM506m (($295.9m), but the com- 
pany warned that growth in profits for the full 


year would be restrained. Page 15 


UK employers see no need for rate cut 


ur. employers’ 


the Confederation 


of British Industry said it saw no need for a cut 
in UX interest rates, despite some weaker than _ 
expected indicators in its latest quarterly industrial 


trends survey. Page & 


SE-Banken back in profit: A sharp drop 


in credit losses and big capita) gains 
commercial 


Swedish. 


allowed 
bank Skandimaviska Enskilda 


Banken to post a SKri.s8bn ($175m) profit, com- 
corresponding 


pared with a SKré0am loss in the 
1998 period. Page 19 
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First all-race elections make 
peaceful but disorganised start 


South Africa made a disorganised 
but largely peaceful start to 
democracy yesterday as citizens 
of all races voted together and as 
equals for the first time in the 
country’s history. 

At special polling stations 
around the world, South Africans 
formed long queues, matched at 





SOUTH AFRICA VOTES 


Page 5 

®@ Soweto’s elderly finally 
come of age 

™ Shares end rand rise 

@ Expatriates join in creating 
real homeland 





home by lines of elderly and 
infirm “specia} voters” for whom 
yesterday had been set aside. 
“Today marks the dawn of our 
freedom,” said Mr Nelson Mand- 
ela, president of the African 
National Congress, and almost 
certain successor to state presi- 
dent F.W. de Klerk. He urged all 
South Africans to go to the polls 
and help in the birth of a new 
South Africa: “Today is a 


day like no other before it.” 

Enthusiastic voters gathered 
outside stations weil before the 
opening time of 7am, but at many 
parts of the country progress was 
painfully slow. 

Late delivery of ballot papers, 
shortages of polling officers and a 
cumbersome voting process to 
select candidates both for the 
country’s national assembly apd 
nine provincial legislatures 
meant that some voters had to 
stand for hours. 

At some stations, the closing 
time of 7pm was extended. With 
22.3m eligible voters, the high 
turnout expected today coupled 
with yesterday's problems may 
mean that voting, scheduled to 
end tomorrow night, may have to 
continue on Friday. 

The ANC complained that sev- 
eral voting stations in the Tran- 
skei and Orange Free State had 
opened late or stayed closed for 
the day, and charged that offi- 
cials from the Inkatha Freedom 
party were intimidating vaters 
and telling them how to vote at 
some polling stations in northern 
Natal. 

However, Mr Pallo Jordan, 
ANC information head, said he 
saw no need for any annulment 
of results and he was confident 
the Independent Electoral Com- 
mission, responsible for organis- 
ing the poll, would be able to 
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Mikes ie wsetier’ black South Africans cast thetr ballots for the first time in thetr Hie in the republic's historic all-race elections Pictyre: AP 


For its part, the Inkhata Free- 
dom party - which decided only 
eight days ago to participate in 
the elections - complained that 

many ballots were without the 
sticker carrying the party's logo 
and photograph of Chief Mango- 
suthu Buthelezi, its leader, which 
is supposed to have been fixed to 
the bottom of the paper. 


“It savours of sabotage”, said 
Chief Buthelezi, who said that he 
had requested the IEC allow for 
an extra “two or three days” of 
voting. 

Any ballot without the IFP 
sticker will be counted as spoiled, 
according to IFP officials. The 
electoral commission intends, 
however, to exempt from this 
requirement those who voted out- 


side the country yesterday - 
stickers were received by few, if 
any, polling stations abroad. 
Unless polling is extended, 
results are due to start being 
released from Friday morning. 
‘The final outcome is not expected 
to be announced until Sunday. 
Mr Mandela, due to cast his 
vote today in Natal, dismissed 
fears that the rash of recent 


bombings might hamper polling. 
Mr Mandela said the full force of 
state intimidation had never 
stopped the struggle for freedom. 

No serious incidents of vio- 
lence were immediately reported 
as more than 100,000 soldiers, 
police and reservists were 
deployed in and around 9,000 
polling centres across the coun 
try. 





$ibn BAT | hconomists 


bid nets 
American 
Tobacco 


By Tony Jackson in London and 
Richard Tomkins in New York 


BAT Industries, the UK tobacco 
and insurance giant, is to boy 
American Tobacco of the US for 


purchase 
trol in the US of the Lucky 
Strike and Pall Mall cigarette 


i 
7 


tobacco company in the US, 
while BAT is third largest. The 
deal will increase RAT's US sales 
by. some 50 per. cout, wate stl 
leaving it in third position. 
BAT’s move comes at a time 
falar arden ieacomsg gy! ag 


ing far-reaching legislation to 
curb cigarette smoking, while 
the market has been flercely 
competitive since Philip Morris, 
the market leader, slashed the 
price of its Marlboro brand a 


year ago, 
BAT’s move is also seen as 


While the American 
parchase will ining BAT's bal- 
ance-sheet gearing to 50 per 
cent, Mr Brongbton sajd he 
would be happy to raise the fig- 
ure to 70 per cent for the right 


Continued on 
Lex, 
Background, 


Milas 





By Quentin Peel In Bonn and 
David Waller in Frankfurt 


Five of Germany's six leading 


economic institutes yesterday: 


threw their weight behind ‘the’ 
most optimistic forecasts of Ger- 
man economic recovery, while 
calling on the Bundesbank to cut 
interest rates by up to two more 
Percentage points. - 

‘The five — excluding the Ber- 
lin-based German Institute for 


Economic Research (DIW) - pre- ° 


dicted a 1 per cent recovery of 
the west German economy this 
year, and a 1.5 per cent growth 
rate including east Germany. 
The report by the institutes 
coincided with a sharper than 
expected rise in the country's 
March money supply figures, 
with the broad money supply 
measure, M3, expanding by more 


than 15 per cent. Government 
bond firmed nonethel 


prices 
with news of good first quarter 
Mercedes-Berz sales and profits 
from the Hoechst chemicals 


group lifting the economic moad. © 


The institutes warned, how- 


utilities and the major private 


The DIW, the one dissident 
voice in the institutes" spring sur- 
vey of the German economy. 
suggested that the sharp reduc- 
tion in real wages would squeeze 





Banco Santander 
shares lose 7% 
after Banesto bid 


By David White in Madrid 
Shares in Banco Santander, the 


of the Pta2sibn ($2.05bn) acquisi- 
tion - Spain's biggest takeover - 
through a one-for-three rights 
issue. 

The new shares will be offered 
at Pta2,250, less than balf the cur- 


See th thet 


also rase. 


and the US. Santander holds just 
under 10 per cent of Royal Bank 
of Scotland and 24.5 per cent of 
New Jersey-based First Fidelity 


Bancorp. 

However, he said Santander 
intended to keep a stake of at 
least 40 per cent in Banesto, after 
offering 8 per cent of the shares 

shareholders. 


the bank had “sufficient argu- 
ments” for maintaining its AA 
credit rating. 

However, the rating agencies 
IBCA and Standard and Poor's 
tander under review “with nega- 
tive implications”. 

Mr Botin said Santander 
should still be able to increase 
earnings commensurately with 
the trend in the first quarter, 
when consolidated pre-tax profits 
rose 9.7 per cent to Pta34.2bn. 
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10 yeer Bund price 
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supply gues for March showed 
the broad M$ measure had dra- 





consumer spending, and out- 
weigh the benefits of increased 
export orders, causing a renewed 
economic downturn in the sum- 
mer. It forecast zero growth for 
west Germany, and 0.5 per cent 
for the whole economy. 

The latest Bundesbank money 


M8 target for 1994 will not be met 
even if there is a significant 


“THE a RN nd nh snc. 
IENTS bas aEcE 


predict 1.5% German growth 


teversal of “special factors” the 
Bundesbank blames for distort- 
ing money supply growth. 

Economists said the figure was 
unlikely to interfere with the 
Bundesbank's policy of making 
gradual cuts in interest rates. On 
unemployment, the institutes 
suggest a probable rise from a 
level of 3.42m last year to 3.82m 
in 1994. 

Perversely, German govern- 
ment bond prices gained half a 
in volatile trading. On 
Liffe, the bund fatures contract 
reached a high of 94.52 before 
ending the day at 9426, up 0.61 
from the previous close. 


Bonds volatility “defies reali- 
ties“, Page 2; Green shoots of 
German recovery, Page 13; 
Hoechst profits up, Page 15; 
Mercedes sales ahead, Page 15 





Re-engineering. Restive boards. Ravenous competitors. Revenoe-seeking 
governments. CEOs and CFOs need strong financial allies now more than ever. 
Now more than ever, Chemical is committed ta building strong and mutually 
valuable relationships with our multinational clients—operating as banker, advisor, 
and trading and investment partner. 
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France 
takes the 
offence 



















stress common’ 
By Philip Stephens in London comment on the potential candidacy Both sides agree the main focus of he is obviously disappointed at the both sides to tress . opt 
out of and Quentin Peel in Bonn af Mr Debsene. A senior prime mir- today's meeting will be on a eats Suropen poral of case eE Ee 
isterial aide would say only: “We long-term strategy to bring the for- British government, not least an _ among Bri” Tit dent 
D-Da The British government yesterday don’t know much about him” mer Of eastern the issue of EU that be preparing to 
Y reacted with dismay to signals that Although officiais in Bonn con- Europe steadily towards eventual “We have worked together Mitterrand may Turopetn’ “federal 
Chancellor Helmut Kohl may firmed that the question of the suc- membership of both the European well in the past, and we ergata rig ig 
By David Buchan in Paris Mr Jean-Luc Dehasne, the Belgian cessor to Mr Jacques Delors as Com- Union and Nato. want to-do s0 again,” @ German offi- ist” et eal such an an : 
prime minister, for the presidency of mission president would be an Mir Ei, who fies a series of elas cial said. ‘We want to develop a_ Ministers |») tobe 
France yesterday unveiled its | the European important item on the bilateral sum- tions this year in Germany, common fon central and east-" appointment ~ supposed "in Fane =. 
secret weapon to win its On the eve of talks at Chequers mit agenda, they certainly do not scuely conscious of th ined ern Europel. This is an example of st tie 50 suman? Oo 
Sees ee eet Jee tote betros. M e eee bal deaf Pye caniem eleel veneers cae oe ae oe Mr moalh tayo en nia 
auniversary of the allied | the UK prime minister, Mr Kohl, effort to repair governments’ want oe Qpponents Major talked about.” - growing band of Euroscepti 
Jandings on the beaches of Downing Street made no formal recently rather tattered relations. © any ammunition On the other hand, © However, the determination of. bas leer 
Germany, its enemy 
but bosom buddy of today. 
344s 2 700-tonne “memory 
", or metal 
Seen me Ruud Lubbers is 
r a 
an allegnry of war, peace and hard act to folios Dutch national elections expose the vulnerability 
in lorman Ti - as * . 
city of Caen on the night of | cal hairs in the Netherlands of political aspirants, writes Ronald van de Krol 
dane 6. are ruefally discovering in 
Unveiling plaus for the eran fi tata rleteay on bly to fight for the presidency cent of net national income to tried politician in Mr 
yesterday, Caen’s May 3. of the European Commission 3.8 per cant, although the abso. to Brinkman, who has led 
Senator Jean-Marie Mr Lubbers, 54, the longest- im Mr Lubbers leaves ute level of public debt has the CDA in the lower 
Giranit, said he hoped that serving prime minister in a surprisingly continued to rise. parliament for the past four 
it would send out “a message Dutch history, is leaving In normal times, Mr Lubbers’ 


national politics after three 
consecutive terms in office. His 
departure is a serious blow to 
his Christian Democrat 


party 
(CDA), which traditionally 


economy. 
In the early 1980s, his 
“no-nonsense” and 
radical coy D Dutch Reh Seamidards) 


mn “the Pear ‘Rand 
making him 


party 
leader would have been 
enough to ensure that Mr 
Brinkman would also succeed 


Berlin had already dominates Dutch politics bat Shock” abroad, him as prime minister. The 
volunteered to do so, said Mr which is now struggling in one of the few Dutch prime CDA has had a place in every 
Girault, whose earlier plan polls. ministers whose name is government coalition since the 
to have Chancellor Hel When the Lubbers era began known to second world war, and it 
Kohl join allied leaders in in 1982, the country’s crippling Mr Lubbers exploited the usually provides the prime 
Caen failed to win government | public debt, its rigid labour recession of the early 1980s to year, however, 
market and its dual problems cut the pay of civil servants the Dutch electoral race is 
Outlining plans for his of inflation and unemployment unemp)! wide open, and the CDA’s sup- 
(£3.5m) had spawned the pejorative and benefits. In his is 
~a far cry from the term “Hollanditis.” But as he 12 years in affice, he also cut Part of the problem is the 
g -frittering” activities prepares to leave office, possi- the bndget deficit from 10.1 per transition from a popular, well. 
Hyde Park i 
visaged as Britain’s cultural 
contribution to the D-Day : a 
commemo) ~ Mr ue Netherlands elections. - * 
dean-Pascal Lévy-Trumet, the “oe een 
36-year-old organiser, said the Partiamont Gower house): 150 seats - 
pyramid would initially be Poputatior: 15.4m. Electorate: 11-5m-- - 
covered in green-for-peace What the voters have now .:. Mahe 
verdure that, as the 60,000 0 dione 47 


. Sy eesipeet Parties 

He atided that among other many in New York. Financial 
events he was organising ions had come uncou- Mr Taetmneyer added. 
a fe ci on Recent turbulence in world pled from the real economy. Noting that “markets some- 
the wartime allies’ influence bond markets seemed more a “In addition to ical fac- times over-react”, he suggested 
on Europe — a subject on Teaction to myths than to reali- tors the underlying reason other factors such as more 
which he is ties, Mr Hans Tietmeyer, Bund- may have bean a rise in infla- ivist portfolio managers 

Next esbank president, said tionary 5 the widespread use of deriva- 
Toubon will be presenting day. to the US. But that does not tives might 

assembly with his The volatility was hard to say anything as to whether to the volatility. 


market derivatives, Mr Tiet- 


The flight from Hong Kong was exhausting. 
Like a godsend, Raphael showed up with the perfect cure for jet lag. 


Or was it the butler at The St. Regis? 


By Lionel Barber in Brussels 


Mr Alexandre Lamfalussy, 
president of the European 


the future of the ERM reflect a 
mew consensus among central 
bankers, the European Com- 
mission and the Bundesbank 
that the 15 per cent fluctuation. 
bands - introduced as a crisis 
measure last August - have 
helped not only to deter specu- 
lators but to reinforce currency 
stability. 

The EMI president said he 
favoured keeping the wide 


“A forced return {to the old 
ERM] which fails would be the 


to reconcile the 15 per cent 
bands with the Maastricht 
treaty’s provision that a cur- 
Tency must be a member of the 
“normal” ERM bands for at 
least two years in order to 
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EMI chief drops 
call for narrow 
currency bands 


when they hear the word 
prime minister. Younger voters 
have experienced only me. 
From a democratic ; 


friction the 
two men. Mr Lubbers first sig- 


sett 
He 





qualify to join a future single 
currency. 
Mr Lamfalussy suggested 
ministers would probab! 


banknote; 

ments realms in the open 
stage of Emi 

Mr Lamifalusey expressed 
cautious optimism about 
exchange rate stability, tem- 
pered by a warning to member 

to reduce 






staies their budget 
deficits which reached a record 
high last year. 


Failure to do so risked an 
increase in long-term rates 
which could choke off the 
incipient recovery in Europe. 








CARLSON INVESTMENT MANAGEMENT 


Christian Democrats could be shut out for first fine since een war. 


Coalition set to change its hue - - “4 =o 
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French to beat 
deficit target 


The French government is aiming to reduce its budget deficit 
to between FFr275bn ($47bn) and FFr260bn for 1995, compared 
with a target of FFra00bn this year, officials said yesterday. 
The objective is in line with the government's five-year 

plan which seeks to reduce the public sector deficit to 3.5 per 
cent of gross domestic product next year, and to 2.5 per cent of 
GDP by 1997. In 1993, the deficit represented just over 4 per 
cent of GDP. 

In a letter to ministers, Mr BaDadur, the prime minister, 
said 1995 “should mark a new step in the redress of the public 
finances.” He called on each ministry to present proposals 
which would enable a 1.6 per cent reduction in government 
spending, excluding debt servicing. Productivity gains of 1.5 
per cent will also be sought from public sector employees, 
although the prime minister made no mention of job cuts. 

The targets revealed yesterday are the first step in forming 
next year’s budget. Estimates of revenues are expected to be 
finalised by the autuma, after which the budget law will be 
presented to the cabinet and parliament. John Ridding, Paris. 
Minister proclaims innocence 
yee " 7 5 Mr Gérard Longuet (left), 
France's trade and industry 
minister, said yesterday he 
was “astonished” and “a little 
disconcerted” at a judge's 
move to widen an investiga- 
tion into his Republican Par- 
= ty’s finances by probing into 
kf Mr Longuet’s own property 
purchases. Mr Renaud Van 
Ruymbeke, a judge in Brit- 
tany who has also pursued 
irregularities in the Socialist 
party's funding, has been 
investigating a 1988 commis- 
sion of FFr4.4m ($750,000) 
from Pont-4-Mousson, a pipe- 
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i Longuet, 
who was national treasurer of the RP at the time, confirmed 
yesterday that the judge was trying to find out whether any of 
the Pont-d-Mousson money ecded up in Mr Longuet’s proper- 
ties in Paris and the south of France. Mr Longuet, who 
yesterday said he had “all the serenity of someone who is on. 
the right side of the law and the tax authorities,” has been 
tipped to succeed Mr Edouard Balladur as prime minister if 
the latter becomes president. David Buchan, Paris, 


VW espionage case widens 


The discovery of fresh evidence and the investigation of new 
suspects in the long-running Volkswagen/General Motors 
industrial espionage case‘ are expected to be announced by 
German state prosecutors today. Mr Vollanar Kallenbach, 
spokesman for Darmstadt criminal investigators, said today’s 
repart on the case would deal with “new findings” and the 
scope of the investigation. However, Mr Kallenbach yesterday 
denied reports that Mr José Ignacio Lipez de Arriortia, VW's 
prod i . charges, Furthermore, he 
would neither confirm nor deny German media reports that 
plans for a revolutionary new VW car factory had been found 
to be virtually identical to a shnilar secret project on which 
Mr Lépez worked while at GM. . : 
‘The probe'which startett last spring into allegations that Mr 
Lépez and three former | from the US group took 
industrial secrets with them when they abruptly joined VW 
last March is still far from complete and legal experts said 
today’s statement was unlikely to contain many details since 
the prosecutors ‘ad to be careful to avoid prejudice in the 
eo ae ne Christopher Parkes, Frank 


Solidarity steps up demands 
Poland’s Solidarity trade union yesterday called on the gov- 
ernment to remove state sector wage controls and limit 
planned energy price rises as a condition for suspending 
strikes by power workers. The demand came after Mr Marek 
Pol, the industry minister, told strikers at the Beichatow 
power plant that he would drop plans to restructure the 
opencast lignite mining sector which has until now been the 
strikers’ chief demand. : 

In response the miners agreed to step up coal supplies to one 
third of Poland's generating capacity, thus removing the 
threat of power cuts, but said that the action would be 
resumed tomorrow if wage controls were not lifted. Solidarity 
has called an eight-hour general strike in Warsaw tomorrow to 
back the demands which inckude the implementation of collec- 

ining procedures promised last year. Christo- 
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Peugeot relents on lobby group 


PSA Peugeot Citroén, the French carmaker, has ended its 
three year boycott of the furopean Automobile Manufacturers 
Association (Acea) and has decided to join the industry's main 
lobbying group in Europe. Peugeot has remained isolated in 
Calvet, the group's chief executive, refused to join the new 
Jobbying group in a bitter disagreement over voting rights. 
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Swiss money supply up 1.2% 
Switzerland’s seasonally 
Sr3som (£166m) or 12 per 
+; cent in the first quarter of 
_.. 1994 from the fourth quarter 
r""" of last year, the Swiss 
‘=. National Bank said. The 
adjusted monetary base (bank 
_ Botes in circulation plus bank 
reserves held with the central 
- bank divided by seasonal fac- 
tors) is the SNB’s chosen 
ing medhim 













ae measure for 
- ay term monetary policy. It aver- 
8 “7, aged Skr90.078bu. in the first 
o . = quarter, slightly higher then 
4.0 — <= the Sir29.sbn forecast, due to 
jeez. 1008 -* 1904. tower interest rates and a 
- Source: Detaaeom >” ? pick-up in the Swiss economy. 
ye mw French consumer on manufactured goods was LB 





spending 5 
cent higher in March 1994 than-March 1993, according to 
detailed seasonally adjusted figures released yesterday by 
adjusted. menufacturing output rose 1 per 

















NEWS: EUROPE 










Russian gas shares to be offered in the west 


By Leyla Boulton In Moscow 


Gasprom, the world's biggest 
gas producer, is to offer up to 
10 per cent of its shares to for. 
eign investors after completing 
in a month's time the biggest 
domestic flotation in Russia's 
privatisation programme, 

Mr Valery Remizov, deputy 
chairman of Gasprom, said yes- 
terday it was too early to say 
when and where this 10 per 
cent stake would be offered to 
investors as the company was 
still working on a western. 


style presentation of its 
accounts and a market esti- 
mate for the value of its 
shares, But he confirmed that 
Gasprom was likely to offer 
some, if not all, the 10 per cent 
in the west. 

Following last Monday‘s pub- 
lic offering of 28.7 per cent of 
Gasprom at auctions for priva- 
tisation vouchers reserved for 
Russian citizens, Gasprom will 
also be buying 10 per cent of 
its own stock at its artificially 
low Russian book value, of Just 
Rbs236.7bn (£99.7m). lt is this 


10 per cent which may be 
offered to foreigners. The aim 
is to enable Gasprom to resell 
these shares to the highest bid- 
der to raise funds it needs to 
develop new deposits in the 
Yamal peninsula and else- 
where, Gasprom staff already 
own 15 per cent of the com- 
pany, while another 5.2 per 
cent is being reserved for 
inbabitants of the Yamal- 
Nenetsk autonomous region tn. 
the far north. The state holds 
the remaining 42 per cent. 

Mr Rem Vyakhirev, Gas- 


Prom’s chairman, said yester- 
day it was “pointless” using 
figures to ilustrate the compa- 
ny’s financial position, how- 
ever, because not all customers 
in the former Soviet Union 
paid their bills. 

Although he said Gasprom 
earned $6bn to $7bn a year 
from exports to the west and 
last year sold Rbs36,000bn 
{$20bn) worth of gas te custom- 
ers in the former Soviet Union, 
the latter still owed it 
Rbs5,000bn. This meant that 
little had been left over for 


investment and any profit fig- 
ure existed “only on paper”. 
The government on Monday 
launched a series of Gasprom 
auctions to be held in 60 
regions of Russia for individu- 
als holding privatisation 
vouchers - excluding even the 
Russian investment funds 
which have bought stakes in 
privatised Russian companies 
on bebalf of small investors. 
“We want to reserve this sale 
for ordinary citizens who have 
not yet used their vouchers,” 
Mr Anatoly Chubais, the dep- 


uty prime minister for privati- 
sation, said yesterday. 

His aim is to eusure that all 
of Russia’s 150m citizens use 
the voucher they received free 
of the charge by the time the 
Merce programme expires on 

1. 

Mr Chubsis, who fought stiff 
opposition to incorporating 
this jewel of Russian industry 
in the pi giving away 
shares to the public for vouch- 
ers, said he expected the sale 
to attract 20m vouchers, or up 
to 20m smail shareholders. 





Diplomats seek four-month ceasefire as fears grow of renewed outbreak of fighting in north-east 


Big powers pledge to take common line on Bosnia 


By Phitip Stephens and 
Edward Mortimer in London 
and Laura Silber in Belgrade 


The four-power contact group 
created to restore momentum 
to the Bosnian peace process 
yesterday pledged to present a 
united front in applying pres- 
sure on both Bosnian Serbs 
and Moslems to agree a negoti- 
ated settlement. 

Mr Warren Christopher, the 
US secretary of state, warned 
the Bosnian Serbs to complete 
by this morning’s deadline the 
withdrawal of heavy weapons 
from around the besieged town 
of Gorazde. 


But speaking in London 
before flying to Geneva for 
talks with Mr Andrei Rosyrev, 
the Russian foreign minister, 
Mr Christopher made clear 
that the latest military threat 
to the Serbs would be followed 
by intense diplomacy to secure 
a four-month ceasefire. 

The four-power contact 
group - comprising Russia, the 
US, the UN and the European 
Union ~ resolved at its first 
meeting in London to avoid the 
splits between the west and 
Russia which have dogged 
attempts to secure an accord 
between Moslems and Serbs. 

It would adopt a twin-track 


approach in seeking both a 
ceasefire and a new “map” for 
Bosnia involving substantial 
Serbian withdrawals from ter- 
ritory seized from the Mos- 


The Bosnian Serbs said yes- 
terday they had complied with 
the Nato demand to pull back 
all heavy weapons to at least 
20km (12 miles) from the UN 
safe haven of Gorazde, UN 
commanders on the ground 
still have to receive verifica- 
tion and were unable to deter- 
mine whether they were being 
shifted northwards for a fresh 
offensive. 

Serbian media also accused 


the Bosnian Moslem army of 
planning an imminent offen- 
sive in northern Bosnia. A UN 
official yesterday said the UN 
had received reports but could 
not track the movements of 
bath armies. 

UN military observers are 
only stationed on one side, 
behind Moslem-Jed government 
lines. “We are not an army and 
have only five military observ- 
ers,” said the official. "We 
don't think either side can 
make significant gains in that 
area,” said a senior UN muill- 
tary officer, speaking from 
Sarajevo. “Obviously the Bos- 
nian Serbs want to widen their 


corridor south of Brcko, but we 
don't believe they’ll mount 
another major offensive there 
as they did last year.” 

Bosnian radio said Serb 
forces yesterday morning 

sbelling Bosnian army 
Positions near the north-east- 
ern town of Breko, at the nar- 
rowest point of the corridor 
Mnking Serbia to Serb-held 
Bosnia and Croatia. 

Witnesses say that Bosnian 
Serb forces are preparing to 
Taunch an offensive amid 
charges that Croat forces have 
been massing to the north. 
Since the war erupted two 
years ago, the alliance between 


ANOTHER 


Moslems and Croats in the 
region has held even when it 
collapsed to the south. 

The preservation of the 
self-styled “Serb Republic” in 
Bosnia depends on maintain- 
ing the land corridor. But the 
UN officer stressed that the UN 
had no direct interest in the 
area, which unlike Gorazde has 
not been declared “safe” by the 
Security Council. 

He also accused Bosnian gov- 
ernment forces of violating the 
ceasefire in Gorazde, by trying 
to trap a Serb unit within the 
enclave so it would become a 
target for Nato airstrikes when 
the ultimatum expires today. 





COMFORTABLE 








VOTED BEST LUXURY CAR 1993 AND I[994. 





The Jaguar XJ6 has just been voted Luxury Car 
of the Year by What Car? magazine and Fleet News. 


The very same titles it won in 1993, 


Of course, since then we've made a few changes. 


Such as adding an air bag for the front seat 


passenger as well as one for the driver. 


Introducing free servicing™ for two years/40,000 
miles in addition to the three year/60,000 mile warranty. 
And making a ‘host of other detail improvements 


that help to keep the Jaguar XJ6 ahead of its rivals. 


We didn't make any changes to the sumptuous 


hand crafted interior though. 


Or tamper with the legendary ride and handling. 


And the price has been kept to an attainable 


£27,400° Which, for anyone in the market for a luxury 


car, should come as comforting news indeed. 


For further information or to arrange a test drive, 


complete the coupon or telephone 0345 708060. 


Please complere and send to laguar Cars Lid, PO Box 2170, Chelmsiord 
CM1 3YT. Or call 6345 708060 (calls charged at local ratet Fa. 0245 348885. 





Mr Mrs, Miss. 
Address, 
Postcode —_______ 
Waa 
Tel No, 
Currem Car ea 
Modet 
he JAGUAR 


What are dreams for, if not to come true? 


“includes detmery lexcluding VA, number plates and hull tank of fuel Price correct al time of gums to press “Excludes lorecoun charges (tyres flurd and oil top-upst 








a report that the best way to 
bring high property prices 
down was to increase the sup- 
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“more desirable pattern of 10-15 per cant. 
Price behaviour” could be Tn the first three months. of 
achieved If steps were taken to the year, prices reportedly rose 
ensure this better land supply Most personal wealth in 2030 per cent. They have been 
was developed quickly and Hong Kong is bound up in propelled upwards by main- 
not simoly added to develop- property, either through direct land Chinese investors, many 
land banks”. ownership or the stock market. whom pay in cash, buying into 
“jut the bank warned the More than 50 per cent of the the market as a hedge against 
Hong government, which earnings of stocks included in inflation and a possible devain- 


high property prices, against directly dependent on prop- ‘ong Bank high- 

any precipitate action. erty. The property lighted the role of property 
The colony’s economy would in the aftermath of the lopers as fmanciers. In the 
be severely damaged if the gov- massacre in June first three months of this year, 


5 
5 
i 


1989. 
to a collapse in Earlier this month, the gov- more than 60 per cent of 
ernment set up a task force to new properties offered for sale. 


Reward offer highlights 
China venture problems 


ny’s money in order to enforce But, it was alleged no circuit 
a 1992 judgment made in the boards materialised, nor did 





By Alexander Nicoll, 
Asia Editor 


An unusual advertisement 
being placed by a British busi- Although the scale of Mr for foreign companies to build 
nessman in Asian newspapers Gosling’s investment was rela- up their contacts and know- 
could embarrass a stateowned tively small, his case high- ledge of China before invest- 
Chinese company against lights the absence of legal ing, to negotiate carefully, and 
which he has waged a four- redress in China for foreign to work closely with joint ven- 
. investors whose ventures go ture partners after signing an 
Mr Richard Gosling is offer- wrong. Chinese officials admit agreement. 

Mr Gosling obtained a judg- 


for information on the “assets, system is a high priority in the ment for £1.86m, since inflated 


cargo economic reform. by interest and legal costs, in 
China Tianjin International Not only are there few legal the English High Court, and 
Economic & Technical Co-oper- avenues in China, but Chinese has since been seeking 
ative Corporation (CTIETCC), companies often have complex CTIETCC assets so the judg- 
his partner in a failed joint corporate networks, making it ment can be enforced. 
venture. difficult to pin down a legal His latest step follows his 
The company is effectively entity which can be pursued. failure to win a garnishee 
the commercial arm of the gov- Mr Gosling's joint venture order against the Bank of Chi- 
ernment of Tianjin, an eastern with CTIETCC, formed in 1989, a's London branch which 
Chinese port city. sought to recover money from 
noha bank accounts in 


World 
outlook 
for jobs 
‘gloomy’ 


By Richard Donkin, 
Labour Staft 


The world outlook for jobs and 
Wages remains gloomy, with 


yesterday. 

The world labour force is 
growing by 43m would-be 
workers 2 year, it said, but 

average per capita income fell 
Yast year for the fourth year in 
succession. 


Slow growth in the devel- 
oped market economies was 
passed on to developing coun- 
tries through falling demand 
and lower commodity prices. 
Except for the swiftly growing 
East and South-East Asian 


“Henley, 
personally”. 
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"agement coll 


As a decision maker in your organisation, you i 3.7. 
should know how important your individual Sweden (4.4) peed @.1). 
eee id 


skills and experience are to its success. Employment conditions, 
at : a . the ILO, wonld continue to be 
Realising your full potential, a Henley Executive i by two important 
i economic gio- 


Development Programme through leaming, 
discussion and practical exercises will expose you 
to the fatest plobal management techniques and 
practices, most of the OECD economies 
With top managers from across the world at one of 
the premier business schools, you'll gain a precious 
insight to the way others work to succeed. 
From middle managers through to board directors, 
Heniey fas a choice of Executive Development . 
Programmes to bring out the very best in you. cides and agricultural chemi- 
For more information call Hazel Carruthers on 
0491 571454. International Code +44 491. 

Henley Management College, Grecalands, showed signs of pesticide poi- 


Henley-on-Thames, Oxfordshire RG9 3AU, England. . 
Telephone 0491 571454. Fax 0491 571635. deaths caused by agro-chemi- 


“For millions of workers 
around the globe, employment 
prospects at best, remain 


BUILDING PEOPLE ~ BUILDING BUSINESS 








Bangladeshi PM under pressure 


Stakes are high and. odds are poo 
as Japan battles 8 political eee 


Dhaka business 
halted by strike 


By Stefan Wagstyt, 
recently in Dhaka 


Dhaka. the Bangladeshi 


sign of acceding 
the opposition - the Awami 
League, by Sheikh Has- 
ina, daughter of Sheikh Ls 
ur Rahman, 
pendence leader, and “oa 
Jatiya party of the former pres 
ident and military dictator, 
General Hossain Ershad, who 
was overthrown in 1990 and is 
now in jail on corruption 
charges. 


Diplomats say much Bangla- 
deshi politics consists of feuds 
between Mrs Zia, Sheikh Has- 
ina and Gen Ershad's followers 
in which policy differences are 
unimportant. 

Nevertheless, the recent 
council elections showed some 

voter opposition to Mrs Zia’s 
economic policies - especially 
a World Bank-endorsed liberal- 
isation programme which 





includes plans for cuts in state- 
owned industries. 
Opposition parties claim 


because the government 


and stability in a young democ. 
Tacy. 
Businessmen fear that the 
disruy 


of foreign ald - commitments 
of about $2.2bn (£1.5bn) a year 
-it gets Ati little’ private 


investment 
Mr Mahbub Jamil, president 
of the Foreign Investors" 
Chamber of Commerce and 
Industry, says; “We are still 
concerned about basic things 
such as law and order and 
stability, so how 
can we hope to attract 
investment?” 
Unfortunately for the 


two events which might have 
generated positive 
international publicity - Mrs 
Zia's economic mission to 
Japan, the largest aid donor, in 
late March, and the laying of 
the foundation stone in early 
Aprii for a $700m bridge across 
the Jamuna river in central 
Bangladesh, the country's 
largest ever investment. 


was defeated in the council 
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and ‘Kazakhitan, "He. also ) 
. granted. the former Soviet. . 
_Yepublic. a- ‘Ynsom” (95.75m) 
credit, . 
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NEWS: SOUTH AFRICA VOTES 








’ Shares and Soweto’s elderly finally come of age 


By Michael Holman and Patti 
Waidmeir in Soweto 
Mrs Lena Tshabalala, 85, voted 
for the first time yesterday. 
Nearly 350 years after Euro- 
pean settlers landed in the 
Cape, 72 years after the foun- 
ding of the African National 
Congress, 16 years alter the 
ational party 


—. rand rise 
-. - to occasion 


By Mark Suzman South Africa : - N took power, and 
in Johannesburg a nearly five years after Mr Nel- 

Rand (per $} son Mandela walked to free- 
Capping a volatile run-up to 39 .. 


Africans by 
South Africa's first all-race . 
elections, which has at a as the ‘hundreds of thousands 


went te the polls to choose the 
" party that wo! em th 
stock exchange hit new highs ‘4° .° 2s “on 
and the currency crash to 45° 


Mrs Tshabalala, seated on 
reacted with palpable relief ta 5.6 



























to where the credit for this his- 
trial index closed 226 points up $5 toric day lay. 
at a new all-time high of 6,257, eo * “First, Jesus,” she said. “Sec- 
a rise of nearly 4 per cent on ond, Nelson Mandela.” 
the & Did outgoing President FW 
Ina wave of across-the-board de Klerk deserve any credit? In 
buying, the a tone of steely Christian char- 


market shrugged 
off news of the rash of bomb- 
fogs round the oomtry, and a 
bomb threat to the exchange 
fant es bond thocenie anaes 
Tose as much as 10 per cent. 
The gold index, which has 
been under pressure from a 


ity, Mrs Tshabalala delivered 
her 


Mrs Monica Hancock con- 
curred: “It wasn’t bim. It was 
that poor old man who suffered 
in jail for so many years.” 

‘Behind them stretched a 
queue whose dignity tran- 
scended their afflictions. 
Arthritic and crippled, elderly 
and infirm, many wrapped in 
blankets and wearing bedroom 
slippers, hundreds waited to 
cast their “special votes” in 
South Africa's first all-race 





election was going to take 
place whatever happened, so 
people wha were a little under- 
invested wanted to get on 
board,” Mr 


barometer of foreign senti- 
ment, also had a fpod day, 
“ clouing at R468 to the dollar, 


he 


“Inbatna Freedom party into By Our Foreign Staff 
‘the election. 


The commercial rand, the 
trading: currency, strengthened 
to R3.58 from R3.614, while 


and by a dose of 
in the Cape. 


prised visitors to London and 


one of seven 
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+ Guided sightseeing tour of the City Frankfurt/Main 
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stretched around the block. Their 
wait to enter the polling booths was 
by cheers and chanting as 
anti-apartheid luminaries arrived, 
spring sunshine lous.” 

which would not have been felt amiss 


The line, one of dozens in cities 
around the world Yesterday, com- 
expatri- 


ates. The all-race poll was the final 
step in eradicating that bleak and 
‘Previously numerous third category: 
no one needed any longer to call 
themselves exiles. 


Although the embassy wi was only 
polling stations fn the 
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elections. They stood bunched 

over canes, obviously suffering 
from the long delays which 
had already kept them stand- 
ing in the sun for several 
hours. The Independent Elec- 


UE, nearly 8,000 voters were 


thonght 
to have passed through its doors 


alone. 


One of their number was Arch- 
bishop Trevor Huddleston, president 
of the Anti- -Apartbeid Movement, 
who the election “a mira- 
cle ~ I truly believe it has been mirac- 


Afterwards, in an embassy 
of colonists Dutch 





























t : poll- 
ing were either elderly, infirm, 


library 
with walls bearing the coats of arms 
and British, and 
Shelves of bound records of the white 


Mandela's African National Congress, 


The elder, sick and anbed wool at poling tations al over he country vetrday in he Sst thee days of poling : 


tora! Commission, charged 
with running the elections, 


handicapped or 


for which he had voted, “must be a 


heavily 


Only a handful of chairs, no 
water or first aid facilities were 


provided. 
One old woman, close to 


domestic helper who is the only Zulu 
resident in the colony. “South Africa 


tears with the strain of stand- 
ing, pleaded with a white 
woman journalist to vote on 
her behalf. 

“Tm so tired. Take my dom- 
pas,” she said, holding out the 





hated “passbook” which today 
serves as an identity card for 
voting, but was used to keep 
blacks out of cities in the bad 
old days of apartheid, “Do it 
for me.” 

Several hundred yards fur- 
ther back in the queue, the 
complaints were vociferous. 
“Nothing has been done. 
They're not doing their job.” 
said one woman forcefully, as 
the queue seemed never to 
advance toward the polls. Poll- 
ing was due to finish at the 
Soweto home at 2pm, but by 
lam only a fraction of the 
queue had voted. 

Elsewhere in Soweto were 
countless similar queues, out- 
side primary schools, hospitals 
and old age homes, waiting 
under blue skies on a crisp 
autumn day. 

At Baragwanath Hospital, 
the massive public hospital 
which serves Soweto's 3m peo- 
ple, queues of patients in has- 
pital gowns and nurses in uni- 
form also waited their turn to 


vote. 

But electoral officials said 
they would probably have to 
abandon plans to carry ballot 
boxes from bed to bed, to allow 
critically i! patients to vote. 

They simply badn't.got the 


Back at the Soweto Home for 
the Aged, Monica Hancock 
spoke for many. 

“We never thought this day 
would come. It's a miracle,” 
she said. 


Expatriates join in creating real homeland 


where Mrs Nomtha Nkolombe, a 62- 
year-old physiotherapist who left 
Cape Town 30 years ago, said: “Tt is 
an opportunity both my parents 
missed.” 


In New York, two polling stations 
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Physicists have found evidence of the 


National Accelerator . 
in Batavia, Wlinols, was due to 


annomce its 
If confirmed.the newspaper said, the 
discovery would be 2 big milestone for 


Model would collapse, feeding: idle: 
tists to rethink three decades of work . 





NEWS: THE AMERICAS 


Last a may have been f found UK ells for § 


roe ally we earl toa ois 
Sie 





Nafta partners set 


up swap ae 


Mr Bentsen said the formal- 


By George Graham 
in Washington 


The US, Canada and Mexico 
agreed yesterday to set up a 
permanent $8.8bn (£5.9bn) 
swap arrangement to help 


the foreign 
Officials from all three cou- _it willl also include a Canada- ur Benen ae 
tries - the partmers in the Mexico credit lime, increased Mr Sans 
North American Trade yesterday (e98m) Pedro Aspe, Mexico's 
- said did not to CSibn finance minister, anid that the 
anticipate drawing on the facil- Despite the of Mexican government had 
ity im the near How- financial markets after the to volatility in the 
ever, they said they had no financial markets after the 
set up the proce- made on the swap facility over #S8assination by inoreasing 
hires 60 aa to have the money the last month. Officials rates, dope 


“Its purpose is ta promote 
orderly exchange markets,” 
said Mr Lloyd Bentsen, us 
treasury 


secretary. 
The new arrangement will 
combine a long-standing $2bn 


reciprocal “US CauAs creutt 
temporary 


By Damian Fraser the secretary of defence. 
in Mexico City This follows the kidnapping 
of a prominent Mexican 
The Mexican government has nessmen on Monday. Mr Angel 
set up a commission for public Losada Moreno, vice-chairman 
security in an effort to tackle of Grupo Gigante, Mexico's sec- 
the growing wave of organised ond largest supermarket chain, 
crime in was seized from his car. 


decade, to ad the commis- 
sion. He will co-ordinate fed- 
eral and state police, and work 
ith the i ue 





BEARING ARMS: ' President Bil Clinton holds a Colt AB-15 rifle 
to promote a proposed US ban on assault weapons 


Pictur: AP 





every $19 provided for develop- 
ment by the World Bank, the 





By Peter Norman 


in Washington 


Britain is to push for a 
of the World - 


restructuring 
Bank’s activities to give a 
greater role to the Interna- 


Be is concerned that for 


iby Potion Nora 


Continental European finance 
ministers have put greater 
rate stability back on 










the meeting this bilise 


Following Le tt 
week of the policy making 
interim committee of 
national Monetary Teen ur Mir 
Philtppe Maystadt, Belgian 
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NEWS: WORLD TRADE 





_ US, Canada edge 
towards farm curbs 


‘The US and Canada, pushed 

their farm lobbies, Wile 
begin negotiations that could 
undo, at least in the short 
term, much of the agriculture 
trade liberalisation so painfully 
negotiated under the North 
American Free Trade Agree- 
ment and the General Agree- 
iment on Tariffs and Trade. 

__ Even as the trade ministers 
a were signing the 
Uruguay Round deal, US and 
Canadian 


secretary, 

Marrakesh broke down over 
Canada’s refusal to increase 
US market access for dairy, 
poultry and eggs, and its insis- 
teuce on maintaining wheat 
exports at current levels. 

Unable to reach agreement, 
the US on Friday said it would 


bourbon, bread, 


That ordinarily would be 
attached to the Uruguay 
Round implementing legisla- 
tration has yet to find the 
Money in the budget to com- 
pensate for the lower tariffs 
agreed in the round 

Furthermore, the atiministra- 


tion, which has been forced to 
act on earlier promises to prai- 





completion of a study by the 
International Trade Commis- 
sion on the effects of imports 
on the US price support pro- 


gramme. 
If this finds negative impact, 


Taalanenneneialiiats, 





Espy: blamed stand-off on Canadian stance on market access 


it wants action under US law. 

‘The US could then avoid pay- 
ing compensation, but would 
risk a full-blown trade war 
with its biggest trading part- 
ner. 





China ‘to relax rules’ on |EU attacked over 
electricity project returns 


more than 15 to 16 per cent. 


financing 

of this year, when it became 
clear Beijing was planning 
strict curbs on rates of return. 
‘The introduction of schemes of 
control, offering staggered 
returns, was also under consid- 
eration. 

Jn December, Beijing pulled 
a $180m (£121m) financing 
package put together by Gold- 
man Sachs for an ‘existing 
power plant in Shandong prov- 
ince. A private placement 
would have put 30 per cent of 


raised on the Hong Kong stock 
market. It is understood that 
the level] of returns on offer to 


scrap deal. 

Mr Wu added that Beijing 
was being forced to make a 
more realistic appraisal of for- 
eign investors’ expectations. 
However, he reckoned 16 per 
cent to be a fair return, if cou- 
pled with a short cut through 

jing red tape. 


Service, referred to a World 
Bank survey which puts the 
total cost of power develop- 
ment in Asian developing 


shipping policy 


By Hilary Bames: 
in Copenhagen 


The European Commission is 
sharply criticised for its ship- 
ping policy, in the annual 
report of the A P Moller group, 
which operates one of the 
merchant 


ping business and jobs are 
being exported ta the Far East. 
The Commission, says Moller, 


Europe. 
This refers to a claim by the 
Commission, in a current dis- 
pute with the container-carry- 
ing liner shipping companies, 


that the companies can only 


tains that this practice distorts 
competition with land-based 
hauliers. 

The liner shipping compa- 
nies have always offered 


increasing 
number of jobs, [is] bein 
exported to Far Eastern ship- 
ping conmpanies,” says the 
Danish group. 


US urged 
to boost 
textile 
exports 


By Nency Dunne 
in Washington 


‘The president of the US textile 
industry association has called 
on industry Jeaders to accept 
the reality of international 
trade and focus on export 
growth, even in developing 
countries which produce the 
goods flooding into the US 


Textiles companies have 
been among the most protec- 
tionist of US sectors. Since the 
debate over the North Ameri- 


proposals to favour export 
strategies, made possible by 
large productivity gains 
achieved in the past decade. 
Mr Truslow called on the 


the hole not the doughnut.” In 


GE, Skoda 


in power 
co-operation 


By Andrew Baxter 


General Electric of the US and 
Skoda, the Czech Republic’s 
leading industrial company, 
have announced a 10-year 
agreement of “co-operation and 
strategic association” in power 
generation projects. 

The deal, signed at Pizen, is 
a coup for GE, which has nego- 
tiated the agreement in the 
past few weeks in spite of long, 
intermittent talks between the 
Czech company and Siemens of 


Mr Ronald Pressman, chief 
executive of GE Power Systems 
Europe, said Skoda would be 
supplying mainly steam tur- 
bine components to GE. 

The US company expects to 
place about $5m-$10m (€3.35m- 
£6.7m) in orders with Skoda in 
the next two years, with com- 
mitments expected to increase 
after that. 

GE will supply gas turbines 
and combined-cycle engineer- 
ing for Skoda-designed power 
plants in eastern Europe, the 
former Soviet Union, the Mid- 
dle East and Vietnam. 

Both companies have also 


agreed to explore opportunities 
for co-operation in individual 
power plant construction pro- 
Jects elsewhere. 

Skoda bas been wooed by 
westerners since the opening 
of the old Comecon in the 
early 1990s. GE had also talked 
with the company at that 
stage, said Mr Pressman. 
Skoda reached agreement in 
principle on a broad co-opera- 
tion in power with Siemens in 
1991. 

Talks on a final agreement 
ended in November 1992 but 
they were resumed in March 
last year, focussing only on 
turbine manufacturing. 

A preliminary contract by 
Siemens and Skoda was signed 
in July but final agreement has 
not been reached. Siemens said 
yesterday that talks continued, 
‘but the implications of the GE 
deal remained to be seen. 

Western companies have 
been keen to marry their 
strengths in gas turbines to 
Skada's expertise in steam tur- 
bines. 


Skoda's low-cost manufactur- 
ing base has also heen attrac- 
tive, 





Australia telecoms 
cable project 


By Nikki Tait in Sydney 


Telecom Australia, the 
state-owned telecommunica- 
tions group, and Optus, its 
private sector rival, are joming 
forces to build an optica) fibre 
telecommunications cable 
between Western Australia 
and Indonesia. This, in turn, 
will provide Australia with 
access to the proposed Asia- 
Pacific Cable Network. 

The aim is for this link even- 


have much greater capacity 
and will use more recant opti- 
cal amplifier and synchronous 
digital hierarchy (SDH) 
technologies. 

The project is a three-way 
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Can you provide the 
energy the world needs 
today and preserve 


the earth for 


generations to come? 


Yes, you can. 


the 


Mankind needs energy to fuel the processes that create 
light, heat, shelter, transportation and goods - the 
basis of our modern civilization. Yet as the world’s 
population grows, so does the demand for improved 


quality of life. Energy consumption increases daily, 


and with it the threat to clean air, pure water and fertile soil. These 


natural resources are not inexhaustible. 


It is not too Jate. Man’s creative ingenuity can solve the problems he 


has caused. ABB provides some of the answers. As a global leader 


in electrical engineering we have the technical expertise to generate, 


transmit and distribute energy with great efficiency. Our leading 


environmental contro} technology reduces environmental strain. Our 


industrial systems improve productivity, reducing the amount of raw 


materials and energy required. And our advanced train and mass transit 


systems help to conserve energy, too. 


ABB is committed to the principle of sustainable development. The 


balance between mankind's needs and the conservation of the natural 


resources of our planet depends on clean and efficient technology 


in the fields of electrical engineering, industry and transportation. 


That's where we come in. 





By Bemard Gray and James Biitz repeated the Ministry of Defence's 
intention to continue with all of its 
Mr Malcolm Rifkind, the UK defence large weapons procurement pro- 


secretary, yesterday said that the grammes. 


breadth and capacity of Britain's 
armed forces was matched only by 
that of the United States, Russia and 


France, 


* Unveiling the annual defence policy 


document, Mr Rifkind added that the 
government intended to maintam months earlier than 


Britain's 


position. | 
The ‘white paper’ confirms that statistical details. This 


fighting forces are to be maintained at 
around current strength It also 


Employers see 
no need for 
extra rate cut 


By Philip Coggan, 
Economics 


The Confederation of British 


than-expected indicators in its 
latest quarterly industrial 
trends survey. 

The survey showed that, 
since January, UK mani 

ing output had risen at its fast- 
est rate for five years. But City 
analysts were disappointed by 
the survey's findings on wan- 
img Optintism among manufac 


The Confederation of British 
Industry, the employers’ organ- 
isation, has often been forth- 
right in calling for interest rate 
cuts in the past but Sir David 
Lees, chairman of the CBI's 
economic affairs committee, 
said the panel had been unani- 
mous in deciding that the sur- 
vey did not justify an immedi- 
ate cut in interest rates. 

“I think there's clearly a 
strong feeling in industry 

that i 


the bottom and what industry 
really needs, and is beginning 
to get, is a poriod of stability ie 
both exchange rates and in 
interest rates” he said. 

Only if the tax increases 
which took effect this month 
showed signs of causing the 


recavery to falter, should the 
issue of rate cuts be revisited, 
he said. 


18 percen! 
from 27 points in January. 
Large companies (those with 
more than 5,000 employees) 
have become more 
over the last four months. 

Sir David said he’ thought 
the tax increases may have 


more companies planning to 
cut, rather than increase, 
prices over the next four 
months. Growth in orders, out- 
put and exports is expected to 
continue. 


four months. 


prompted 
opposition Labour party to claim that 
the government was postponing large likely in late July. 


cutbacks and heavy redundancies 
until after the upcoming local arid ommend mergers 


elections. 

a ea en ee 
However, Mr Rifkind came under of the cutbacks which would come 
from the current review of costs, 
called Front Line First. 

Mr Rifkind said that the review 
would not affect the fighting capacity 
of the armed forces, bat that it was 
reader looking for efficiency savings from 
support services. He added thet no 


the decisions on cutbacks had yet been 


By John Authers 


The numbers of boarders in 
UK schools cropped by 52 per 
cent last year t 


as independent 
schools Tpencinied to he 
Squeezed by the recession. 


But heavy marketing in the 
far east and eastern Europe led 
to a 10 per cent increase in 
foreign pupils coming to the 
UK, to an all-time high of 6,422 
(compared with 5,859 last 


year). 

The numbers recruited from 
continental Europe rose from 
1,587 to 1,796, while recruits 


taken but that.an announcement was 


from the Far East outside 
Hong Kong increased from 
1,140 to 1,261. 

a fall of 62 per 
cent last year, boarding num- 
bers have now dropped by 
almost an eighth in two years, 
However, the Independent 
Schools Information Service 


“NEWS: UK 


Britain to maintain world military rank (2 | 


Front Line First is expected to ree- despite My Rifkind’s assurances. 
bases, privatisa- Conserva- 


11-year-olds fell 102 per cent to 
467. 


Mr Roy Chapman, headmas- 
ter of Malvern College and 
chairman of the Headmasters’ - 


ae to the realities of the™ feel obli 
the 
they've never dine babes: 


Pipils ot xfea's Sctnals Onciatc-ss"raa wma of bert ha te UK man rane tr ptrscat nt eaphén ton seers 


Foreign boost but schools squeezed 


The drop in numbers 
preparato: ocurred in spite of a sharp fall 
boys there was a drop in school fees inflation, which | 
at an average of 26 per cent 


in a way which 





£500,000 | Japanese drugs group considering UK site 2 


in notes 
stolen 
from Bank 


By Robert Rice, 
Lagal 


The Bank of England 
its High Court 


action to recover more than 
£500,000 stolen by former 
Qi from its banknote 


retarn £250,000, 

£150,000 and the Nairnes 
£110,000. Judgment was 
suspended for 28 days pending 
an appeal and the Bank was 
granted a continuation of 
asset. ing orders. 


The families, who atl come 
a Loughton, Essex, were 


The three had originally 
been charged in 1992 with 
theft together with another 


dropped on the gromnds that 


By Paul Abrahams in Tokyo 


The UK 
Site for the fist in 


international 
centre outside Japan for Takeda, 
group. 


has emerged as the favoured 
research 


The move would be the latest in a 
research 


series of 
‘Yamanoucl 


‘the European pharmaceuticals indus- because of the quali 
; ino 1 ‘ 


pean locations but the UK is most suit- 


able.” 


By Norma Cohen 
and Richard Gourfay 


The London Stock Exchange 
yesterday launched a seven- 
point plan to promote the 
interests of 


The Exchange plans to 
its marl activities 
outside the UK and in future 


ings in London. 
The Exchange has heen 
Under pressure to improve 
facilities for small 
since December 


the smailest compa- 
nies. The City Group for 
x Companies, an interest 





Stock Exchange targets 
non-British companies 


group of venture capitalists, 
stockbrokers and corporate 


Yesterday, the Exchange 
stopped well short of endorsing 


‘such an exchange. But it 


announced steps which “will 
obviate the need for a new 

exchange,” according to Mr 
Giles Vardey, its director of 
Markets Development and Mar- 


ae would have been 
necessary anyway ‘use of 
ener in EC esietion: 
The main 
@ The deeeiopaene of an 
equivalent of the Stock 
Exchange “Yellow Book” to set 
listing requirements for those 
companies not on the official 
list whose shares are traded 
under section 535.2 of the 
Exchange's current rules. 
@ Creation of a specialist 
smaller companies group 


pharmaceuticals 
investments in the UK by Japanese 
companies. hi, another iead- 
ing drugs group, has a research centre 
in Oxford, while Fujisawa has a centre 
in Edinburgh. 


Japanese drugs companies 
increasingly atiracted to the UK 
and relative neuroscience discovery operations in 
research. The i 


have been 


year to March 31 1993 of 'Yé2bn, concen- 


Exchange proposed 
to the FT-SE Actuaries 
Steering Committee a new 
index which would draw in 
those now too small 


@ Enhancement to allow 
Prices of less liquid securities 
to be displayed on screens to 
encourage more trading in 
those shares. 


@ The Exchange will encour- 
age regional brokers to pro- 


@ Creation of a venture capi- 
tal investment trust sector 
within FT-SE indices to 
encourage fund managers to 
set aside capital for new trusts 
which qualify for tax relief 
under the Nov 1993 Budget. 


Pgh bg ered igre 
the British 


Embassy in Tokyo, 
take in a number of British universi- 
ties, but he declined to identify 


would 


The launch 
comes just six months after it wrote 
Off £100m in killing off its low-cost 
Rabbit mobile service. 

Orange will be Britain's fourth 
mobile phone network after Voda- 
fone, the largest, and Cellnet - both 
of which use 


promising services 
made possible by digital - computer 
based ~ transmission. 


OK but is still limited essentially to 


transmission r 


the Landon area. It plans to extend 
to the 30 largest conurbations by 
1996. 


Hutchison owned 65 per 
cent by Hong Kong-based Hutchison 
Whampoa, 30 per cent by British 
Aerospace and five per cent by Bar- 
clays Bank, will target the million or 
so small and medium sized busi- 
ee ee 


Orange has besos the largest it 
gle investment in telecommunica- 
tions for the Hong Kong group. Mr 
Hans Snook, group managing direc- 
tor for Hutchison Telecom (UK), said 


investment to the end of this year, 
when the service should be available 
to 70 per cent of the UK population, 
would be £450m. 

Sotne 900 base stations, filing cabt- 
net sized pieces of equipment to 


Ent acpeetrand getting plan- 
ning permission. It is getting more 
ditticull as time goes by.” 
Mr Snook said the peak funding 
Tequirement, including all capital 


Alan Cane on Orange, the personal phone network to rival Vodafone and Cellnet : 


expenditure, operating expenditure 
and operational losses would be 
about £700m. Break-even is planned 
for 1997. “We could possibly break 
even by 1996, but in the worst possi- 
ble case it will be 1998." 

Much will depend on the tariff 
structure, to be announced tomor- 
row. Mercury One-2-One is widely 
credited with creating the break- 
through in mobile telephony for 
domestic users, by offering free local 
the evenings and at week. 
ends but Mr Snook says Orange will 
not be following suit. 

“I do not see One-2-One as a com- 
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Lloyd's’ 
Pay ot der SN By ‘of potential partners: 


petitor. It is stilt a regional operator, 
[Bt is going to grow but it takes an 
average ¢ of 15 months to acquire, 

equip and commission a base station" 
site. When I look at where we are 
now and where I understand One.2- 
et Oe tote 
behind. Our biggest competitor is 
rn Cae he - 


for domestic use Would not grow 
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few weeks before Renault's 
takeover of Volvo col- 
lapsed last December amid 


a Swedish furore over the 
deat. an equally sensitive cross- 
border acquisition sailed through 
anos! unnoticed, Nobel, a Swedish 
chemi company, was bought 
Akzo of the Netherlands. en Pe 

At first sight, the contrast seemed 
to be one of national style. French 
buyers have gained a reputation for 
putting national interests first. 
Unlike Renault's French manage- 
ment, which had taken an arrogant 
line towards the Swedes, the Dutch 
took great pains to consider Swed- 
ish interests, in spite of the fact 
that Nobel was in a far worse finan- 
cial state than Volvo. Akzo not only 
agreed to run the merged group's 
key coatings interests from Sweden, 
but also undertook to continue 


underestimate the difficulties of 
merging the two cultures, but added 
prophetically that there would prob- 
ably be fewer difficulties between 
the Swedes and Dutch than 
between. say, Swedes and French. 

But nationality is not the only 
contrasting factor between the two 
cases. There are three other funda- 
mental, but less obvious, 
differences. 

First, Akzo’s operations were 
more complementary with Nobel's 
than Renault's were with Volvo's — 
there was much less overlap, and 
therefore less room for argument 
about what should be done in which 
country. In only one area of the 
merged chemical group's activities 
was it obvious that capacity needed 
tw be rationalised. 

Secand, Akzo has far more experi- 
ence than Renault in handling take- 


overs, 

Third, the Dutch company has 
developed a more enlightened atti- 
tude to the ic dispersal of 
highly skilled technical activities 
and managerial decision making. it 
is, in management jargon, closer to 

operating as a “transnational”. 

Factors such as these‘are vital to 
the outcome of cross-border acquisi- 
Hons such as BMW's controversial 
takeover of Britain's Rover car 
group, and the examples examined 
earlier in this series. : 

But that is not to say that nation- 
ality and culture are irrelevant. 
Michael Heseltine, the UK's newly 
internationalist trade and industry 
secretary, was wrong when he 


declaration that “ownership is 
unimportant”. In an ideal world, it 
would he, bat the reality is that 


managerial decision making. 
The relative weight of these influ- 
ences is disputed by experts in the 








Alan Winter lays new foundations 
at Trafalgar House property — 


Alan Winter, managing 
director of Legal & General's 
property division, has been 
given the job of reshaping the 
ness of House, the 
big conglomerate which has 
suffered three years of heavy 
losses. 

Trafalgar House has been 
without a property boss since 
the end of last year when 
David Calverley, 52, resigned 
after 25 years with the group. 
Winter, 44, who will take over 
as managing director of the 
group’s UK commercial prop- 
erty business in the summer, 
fills one of the last gaps in a 
top management team which 
has changed substantially over 
the past year. 

Although he is not repiacing 
Calverley on the board, and 
does not have responsibility for. 
house-building, he takes 
charge of one te the more 
troublesome parts of Trafalgar 
House's business. Trafalgar 
House was a very active prop- 
erty developer in the 1980s and 


Usborne 
suspends 
pig director 


Usborne. the grain trading and 
pig production company, yes- 
terday announced it had 





pig company, 
yet been able to elucidate on 
why we've lost this money,” 
said Mike Adams, a director of 
Usborne and managing direc- 
tor of the grain trading side. 
but reported that Brown was 
co-operating with the investl- 


arm week the company said 

that trading CE ee 
compounded by 2 
control 


anager with responsibility 
tor day-to-day operations of 
Daisy Hill Pigs. “With the 
breakdown, we’ 


‘re wanting to 
make a onaplete 


over-extended itself at the time 
of the recession. 

Most of the old management 
have been replaced, the bal- 
ance sheet has been repaired 






Trafalgar 

withdraw from the US com- 
mercial property market. How- 
ever, it has made a “firm com- 
mitment” to remain in UK 
commercial property. Winter’s 
task will be'to change the 
focus of the business from 
“speculative development to 


of what future policy should 
be,” said Adams. “We're going 
to ‘make further appoint- 
ments.” 


Shares in the company, 
whose chairman Is Lord Par- 
kinson, the former Conserva- 
tive cabinet minister, were 
suspended last week at 19'p 
after it warned of the first-half 


losses. 

The Daisy Hill operation 
markets 5,000 pigs a week and 
accounts for about £30m_ of 
Usborne’s annual turnover, 
compared with £160m from 
grain trading. 


Anna Walker 
promoted at 
Oftel 


Mi Anna Waiker likes competi- 
tion. Not necessarily in a per- 
sonal sense, although yester- 


satisfaction at her 

the cross-Whitehall contest for 

the post of deputy director gen- 

eral at the Office of Telecom- 

munications. 
f = who retired last 


The rien coispetttion for which 
ber passion seems boundless, 
however, is the interplay 
between private and public 


MANAGEMENT 


Christopher Lorenz concludes a three-part series 





on ownership by examining what makes some 





cross-border purchases easier to handle than others 





Nationality 
still matters 





Called off at the 11th hour: Sweden's Volvo and France's Renault found that thelr cultures and styles were not compatible 


field. Lando Zappei, the Munich- 
based head of Booz Allen Acquisi- 
tion Services, says the two key fac- 
tors in a cross-border takeover are 
the strategy behind it, and whether 
integration of the acquired com- 
pany is handled well. 

he argues that the latter is more 
important than the former. 

As Zappei argues, takeovers tend 
to be relatively easy to handle 
where the prime motive is the com- 
plementarity of the two businesses, 
and the scope for transferring skills 
between them. Nestlé's acquisition 
of- Rowntree, and the US-UK phar- 
maceuticals merger between Smith- 
Kline and Beecham, are two such 
examples. Far more problematic are 
‘those where the main logic is the 
rationalisation of overlapping busi- 
nesses with excess capacity - which 
as, in part, the case with Renault- 

vo. 


it was even more true of two for- 


mer British companies whose UK 
production i is being closed this year 

and transferred abroad by their new 
foreign owners: Thorn EMI's light- 
ing output (being transferred by 
American GE to Hungary); and Bry- 
ant and May's last match line, 
which is being shifted by Swedish 
Match to its home base. 

In view of the fact that many 
industries across Europe are in 
pressing need of rationalisation, 
such production shifts across bor- 
ders will become even more com- 
mon in the next few years, 

But this does not mean that they 
will always be to the detriment of 
the acquired company. Zappei 
argues that if capacity rationalisa- 
tion is properly planned, it fre- 
quently turns out to be reasonably 
even-handed. Only if unexpected 
emergency measures have to be 
taken is there “a strong 


tendency 
for acquirers to make cuts in the 
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radiated guiet 


She replaces Bill 


Z 
FL 


Property. 
However, Winter says that 
Trafalgar House has “some 
interesting problems to solve” 
and he was tempted by the sal- 
ary. He has tended to “stay a 
few years and then move on” 
_ at a series of property-related 
” jobs ranging from Ford Motor 
to Capital and Counties. 
this pattern bas not hurt 
record in the industry. Last 
week he was runner-up 
property fund manager 

year award by 
old firm Hillier Parker and 

Pensions World magazine. 


organisations, the cut and 
thrust between utilities emerg- 


lengers and the erudite 
accounting issues 


charging structures. . 

A graduate in history from 
Oxford, she joins a small 
female elite among the indus- 
try watchdogs which inchides 
Clare Bpatcievoods. the the was 
industry regulator. After 
versity, she had spells with ‘the 
British Council and the Con- 
federation of British ‘Industry, 
where “I began to see what 


worked on a succession of reg- 
ulatory and ee 
issues, including the 
legal services, coal and rai] pri- 
vatisation and the early stages 
of the Citizen's Charter. 

She has been with Oftel for 
some 30 months as director of 
competition. and says the job 
has “real interest and real 
responsibility”. 


retirement of Ian Foster. 


Council. 


But 
his 


in the 
of the 
bis | COUNCIL. 


surromdng 


to”. 


of The 
reform of 


Bodies politic 


@ Sir Paul Girolami, chairman 
of Glaxo Holdings which 
provided fanding for a 
research fellowship at 
GOLDSMITHS' COLLEGE, 
University of London, has been 
appointed chairman of its 


@ David Lawrence, former 
commercial director of CSL 


@ Michael Corbett, managing 
partner of Grimley JR. Eve, 
has been elected chairman of 
BIRMINGHAM CITY 2000. 

@ Alfredo Sandovar has been 


chairman of the ECONOMIC 
AND SOCIAL RESEARCH 


m@ Lord Thomson of Monifieth, 
already a trustee, has been 


retirement of Lord Aldington. 
a Tim Villiers, formerly chief 
executive of the BES 
association, has been 


OF ESTATE AGENTS on the 
semi-retirement of Tony Clark, 

who will remain as a part-time 

Tegal consultant. 

m Scott Belt (below left), md 

of Standard Life Assurance, 

has been appointed chairman 

ASSOCIATED 


SCOTTISH LIFE OFFICES. 
s John Peake (below Tey. 
former md and chairman of 
Baker Perkins, has been — 





country with which they are least 
familiar” - in other words away 
from their home base. 

This tendency is particularly 
strong in countries such as France 
and Jialy, where the home govern- 
Ment exerts pressure to protect 
domestic interests. Germany also 
tends to be shielded by the prob- 
Jems encountered in closing plants 
and shedding staff. 

Philippe Haspesiagh, a Belgian- 
born acquisitions expert at Insead, 
the international business school 
near Paris, makes less of a distinc- 
tion than Zappei between the 
impact of “rationalisation acquisi- 
tions” and those where the motive 
is complementarity. To him, the key 
factors are the extent of the acquir- 
er's prior takeover experience, and 
the company's overall degree of 
organisational sophistication. A 
decade ago Thomson, the French 
electronics group, had a blazing row 
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Hierarchy must go 


For more information about this unique seminar 
IROMANAGEMENT 


with its newly acquired Telefunken 
subsidiary in Germany, but since 
then “it has gained a lot of experi- 
ence in how to handle foreign acqui- 
sitions”, he says. 

This has stood it in good stead 
with the reasonably successful inte- 
gration of RCA, its largest US acqui- 
sition. But it did not protect Thom- 
son from allegations of national 
bias when - in a series of salami- 
like cuts ~ it gradually closed the 
UK research and production 
operations of Ferguson, the former 
TV offshoot of Thorn EML 

Haspeslagh also differs from Zap- 
pei in the importance he attributes 
to nationality. “It’s hard to disen- 
tangle inexperience from national- 
ity bias,” he says. “Certain cultures 
tend to be less enlightened than 
others.” He denies that French cam- 
panies are especially bad in this 
respect: as he says, both Rbdéne- 
Poulenc, with a string of recent US 
chemicals and tical take- 
overs, and the Lyon-based SEB 
Group, with its acquisition of Ger. 
many’s Rowenta appliance com- 
pany, have shown their readiness to 
retain highly skilled activities - 
and some managerial decision mak- 
ing ~ in the acquired company’s 
country. 

By contrast, he argues that Finn- 
ish engineering companies, which 
have been involved in many cross- 
border takeovers, tend to want 
excessively centralised corporate 
structures which create tension 
with newly acquired foreign 
subsidiaries. 

As Haspeslagh stresses, it is rela- 
tively easy for a company to dis- 
perse R&D and other skilled jobs 
around the world, but far harder to 
distribute significant decision- 
making power. 

Yet this needs to he done if com- 
panies are to become more respon- 
sive to market differences, and 


managers, 
fit in having software engineers in 
India or designers in the English 
countryside if decisions are still 
made in Detroit,” he says. 

Companies are unlikely to dis- 
perse much divisional and corpo- 
rate decision-making away from 
their home base until they interna- 
tionalise the mentality of their top 
management. In the meantime, 
home country influence over deci- 
sion-making - one aspect of the 
so-called “head office effect" — 
remains overwhelmingly powerful 
in all but a handful of “transna- 
tional” companies, notably Nestlé 
and ABB. 


For the rest, including almost all 
US and Japanese multinationals 
and the majority of Europeans, 
nationality still matters very much 


Previous articles in this series 
@ppeared on April 13 and 20. 
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No need to 
reward good 


performance 


Adrian Furnham on how to 
manage intrinsic motivation 


ome jobs and tasks are 
intrinsically satisfying. By 


How they are enjoyable depends 
on the preference, predilections 
and propensities of individuals. 

Intrinsic satisfaction implies 
that merely doing the job is, in 
itself, its own reward. Therefore, 
for such activities no reward and 
no management should be 
required. But the naive manager 
might unwillingly extinguish 
this ideal state of affairs. 

Take the case of the academic 
writer scribbling at home on a 
research report. The local 
children had for three days played 
extremely noisily in a small park 
near his study. The noise was 
highly stressfal because it was 
sinvultaneously loud, 
uncontrollable and unpredictable. 

What should be done? (a) Ask 
(politely) that they quieten down 
or go away: (b) call the police 
or the parents if you know them; 
{c) threaten them with force if 
they do not comply; (d) all of the 
above in that order. 

The wise don used none of the 
above. Uswordly maybe, but 
someone whose job depended on 
intrinsic motivation, he applied 
another principle. He went to 
the children on the fourth 
morning and said that he was 
so delighted with their games 
that he was prepared to pay them 
each £1 a day if they carried on. 

The youngsters were naturally 
surprised but delighted. For two 
days the don dispensed the cash. 
But on the third day he explained 
that because of a “cash-flow” 
problem he could only give them 
5Op each. The next day he claimed 
to be “cash-light” and only 
handed out 10p. 

armed to his prediction the 

children coroplained and refused 
to continue. They all left in a huff 
mmising never to return to play 
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COMPANHIA PARANAENSE Wy 
DE ENERGIA ree 


USINA HIDRELETRICA SEGREDO 
DERIVAGAO DO RIO JORDAO 
INTERNATIONAL BIDDING D-03 
TURBINE-GENERATOR UNIT AND 
RELATED EQUIPAMENT 
CALL FOR BIDS 


COMPANHIA PARANAENSE DE ENERGIA ~ COPEL informs that 
the international bidding is open tor design, supply, transporta- 
‘tion, assembling and operation start-up of Rio Jordao Derivation 
Turbine-Generator and Related Equipment, focated at Pinhdo 
and Canddéi municipalities border, in the State of Parand ~ Brazil. 


The minimum price type international bidding is open exclusive- 
fy for individual or consortium grouped companies established 
in IDB Unternational Devetopment Bank) member countries. The 
financing of the items of the present bidding is in accordance 
with the terms of Loan Contract no. SS3/OC/ER. 


The bidding documents, as well as the Technical Specifications 
will be available to the candidates from April 22 on, against pay- 
ment in cruzeiros reais equivalent to US$ 250,00, at the follawing 


Suporintendéacia 

Rua Voluntérios da Patria, 233 - sala 504 
0020-942 - Curitiba - Parana 
Telefone (041) 322-1212 - Ramal 541 


or 
Escritdrio COPEL Sao Paulo 
Alameda Santos, 1800 ~- 14° andar - conj. 148 
01418-200 - Sho Peuto - SP 
Telefone (011) 289-1431 


At the time of purchase of the Bidding Instructions, the company 
shall present a fatter containing its complete mailing address. 
‘The bid delivery will be on July 13, 1994, at 3:00 PM, at 233 Volun- 
tarios da Patria Streat, 5th floor, Curitiba — PR. 


The Sidding will be ruled by: Law no. 8666, dated June 21, 1993; 
resolution set farth by State Decree no. 700, dated September 9, 
1991; IBD bidding procedure and by further conditions herein 
‘Stated and also in the Contract Documents. 





problem for the manager. If a 
person is happy doing a task but 


the individual will tend to focus 
on these rewards, which then 
inevitably have to be escalated 
to maintain satisfaction. 

There is considerable research 
on the types of job which give 
the most satisfaction. Contrary 
to popular belief, it Is not 
merchant bankers or high-flying 
company executives who report 
most satisfaction, Many in fact 
yearn for early but “comfortable” 
retirement. Nor is it social 
workers, nurses or others in the 
tare business, 

It turns ont that craftsmen and 
women report most job 
Satisfaction. The “crafts” vary: 
mathematicians are very job 
satisfied, as are furniture makers. 
Goldsmiths, stone-wal! builders, 
and other craftspeople report the 
highest intrinsic satisfaction. 

Craftspeople have intrinsic job 
satisfaction partly because of 
the pace, timing and control they 
have in their work but also 
because of their identification 
with the final product. However, 
once a fine furniture builder 
becomes a successful businessman 
he may lose his thrill in design 
and curving. That is why the best 
craftspeople have “agents” who 
deal with money matters. This 
is not only because craftspeople 


despite the obvious monetary 
rewards. 

Intrinsic motivation in part 
explains why some people 
continne at poorly paid 
employment. They do not need 
motivating in the usual way — 
through an astute mixture of 
carrot and stick - because they 
are intrinsically motivated. But, 
like all of us, they still respond 
to praise for the product or 
service that they supply. 
For those limited few who 
doing what they do, working 
Virtue) is its own reward. 
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Bank Gospodarki Zywnosciowej 


Bank Gospodarki Zywnosciowej/BGZ/ is 2 universal 
commercial bank based on mixed state-cooperative 
capital, and is furnished with a full foreign exchange 


BGZ specializes in providing finance to agriculture, 
agro-industry handicraft, and the trade and services 
sector, rendering a wide range of banking services. 


Bank Gospodarki Zywnosciowej has its own 140 branch 
offices and sub branches, cooperates with 1264 
Cooperative Banks located all over the country forming 
thus the largest banking network in Poland. 
Bank Gospodarki Zywnosciowej-Cenrala 
ul. Grzybowsks 4, 00-131 Warszawa, Poland 
Correspondent Banking Department 
tel /48 22/25 72 06 Ux 825775 bfe p) fax /48 22/25 72 00 
KOMERTEL; /48/39 120959 SWIFT: GOPZ PL PW 


Nouants initiatives in the 
Baa But behind the bluster, he 
might look a touch nervous. 

Not everyone agrees that the 
industry is doing all i should to 
help both customers and the system 
to improve energy efficiency, and 
the presture for cbange ls growing. 

Offer, the industry watchdog, is 

fandameni 


conducting a tal review of 
roa laa jrenge tes distribution 
businesses of the 12 regional elec- 


favoured by Offer, which timits 

the companies charge rather 
than their profits. Offer and the 
companies this encourages 
the industry to be more efficient 
than would be the case with profit 


try on the need to promote energy 
efficiency. As Offer says, it helps 


tricity generating 
But why should the industry 
care? John Roberts, chief executive 
of Chester-based distributor Man- 
web, is refreshingly honest about 
the industry's motives. “It would be 
nice to say we are concerned about 
the future of the globe and, of 
course, we are. But the fact is that 
we would rather get into this in a 
way that we can control 
than have something imposed upon 
us. We cannot stand back Canute 
like while others demand change.” 
Manweb, in common with most 
other regional distributors, is recep- 
tive to the idea of the regulator 
ellowing regional companies to 
Hoods gor gielipematred preci 
tomers to Use 00 feretes Geman 


management 
For example, companies could 
aim energy-efficiency measures at 
low-income households which 
would otherwise not be interested 
in such activity. DSM measures, — 


We've given the twarld a 
power slatiun that produces 
more than 120,000 Mw of 
energy. We worked together 
with Cera, a nuclear power 
company in Geneva, on the 
nuustruction of Svachrotror. 
the largesl subatomic re- 
search facility in the world. 
tn Brazil, we supplied the 
toorkings and automation for 
the Rio de Janeiro cableway. 
F ot N MM E ¢ 


common in the US, could reduce the 

costs of maintaining and operating 

the distribution system to the bene- 
customers. 


based at Hove on the south coast, 
Rolass Outs many. DSM Scheme are 

hot pursued because 
they will reduce the number of 
units sold. This is the crux of the 
debate over regulation and energy 


efficiency. 

Existing regulatory controls limit 
rises in use-of-system charges, 
which form the bulk of distribution 


per 

where it enables improvements to a weigh’ 
the network to be deferred. 

However, as distributor Seeboard, 


OUR SERVICES ARE 


ONLY LIMITED 


: All eyes on 23 
efficiency 


Can electricity companies be serious 
about saving energy if profits are tied 
to volume sales, asks Michael Smith 


revenues. In England and Wales, 
these charges can rise by up to 25 
per cent above inflation a year, per oe says. Electricity sales 


distribution 
volume of sales whereas in fact 


BY THE SIZE AND SCOPE 
OF OUR CLIENTS’ VISION. 
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We could give more er- 
amples, considering that we do 
business in over 70 countries 
tworlduide. but you get the 
idea. In the fields of Indus. 
try, Power and Transporta- 
fin, no client is loo diverse 
sot to profit from our flexi 
bility. reliability, stability, 
and expertise. And that’s 
something you can find evid- 
ence of all over the world. 
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The Jack of dump sites has} pur ese | 
















of Mexico's household and mmch | 
of its indostrial waste ends up - 

in such pits. What does not make 
it to these sites is invariably ~ 








competition and trade i issues, review developments i in’ emerging: imarke 
the implications of the growing environmental challenges fectig the secto! 
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Television in Italy/Robert Graham 





Dirty linen aired 
in public 


he dead corpse of 

Mussolini 

by his feet, and 

being prodded by 

jeering Milanese, is 
hot a pretty sight. Even seen at 


as well as act as a forum for 
national reconciliation. It is 
Perhaps significant that the 
commercial channels, domi- 
nated by the three owned by 
future premier Silvio Berlus- 


stantly commented on in the 
studio - often by interrupting 
the film or re-projecting 
selected passages - by a group 
of historians. But from the gen- 
eral public’s point of view, the 





ae 


€, 


Theatre/Alastair Macaulay 





Real drama 
from the Maly 


he particular pleasure 
of the Maly Drama 
Theatre's current tour 


of Britian is the oppor- 
tunity it affords to watch this 
exceptional ensemble in one 
play after another. A larger 
impression — it is too dark to 


3) actors (men and women; old 
people, young ones adults, and 
children! ~ and the action 
takes them through several 
years. We see two men talking 
abort women; all the women 
in the village talking about 
men; several different house- 


eae Tees treet ee iis onl, produced nothing original events were brought alive by be simply called a pleasure ~ is holds; love-affairs that last and 
teen shorn the Wenn eo a for the occa the programme organisers the way in which all the plays others that evaporate. And we 
ions human condi- sion and limited their contribu- Some of the indi- reveal the tragic history of see the whole community, 


tion and how the once mighty 
can be humbled to the point of 
indignity. 

The Mussolini shot was one 
of many remarkable images 
from atchive film shown by 
the RAI state broadcasting 
organisation in the run up to 
the celebration of the anniver- 
Sary of Italy’s ifberation from 

ism on April 25. lt was the 
first time such a concentrated 


tion to the traditional chat 
shows which fill the screens 
for up to three hours nightly. 
The centre-plece of RA!'s 
programming was a series 
called Combat Film, based 
round previously unseen mate- 
facta yn wee 
ry in n. 
(From the subsequent discus- 





The style was 


viduals in the clips and bring- 
ing them into the studio. Oth- 
ers subsequently rang in 
recognising themselves and 
their relatives. Thus the bare- 
foot boy was found, a burly 
military man in his fifties; a 
partisan came forward whose 
unit was betrayed by the shot 
spy who explained how the 
man lived with them for two 
weeks dissimulating friend- 


Russia in terms of (often 
comic) human detail 

Stars in the Morning Sky and 
the two-part Brothers and Sis- 
ters ~ which other parts of 
Britain have seen before, but 
which Manchester is seeing for 
the first time - catch two dif- 
ferent Russian communities at 
two different stages in this cen- 
tury’s history. In Stars four 
Moscovite prostitutes are tem- 


based around the Kolkhoz (col- 
lective farm), coping with suc- 
cessive issues of moral out- 
rage, severe taxation, wedding 
celebrations, seasonal festivais, 
chronic poverty. At the end 
you are sad simply because 
you want to know more of 
these people. (A third play, 
House, to be seen in Glasgow 
and Newcastle, covers the 
same characters 20 years 


effort has bees ‘male to come ship. porarily exiled to a ae later.) 
terms with more uncom- ; : The emotions of these people i loscow ° 
fortable aspects of the period of mcr edib ly matter in the studio, confronted with pics (so that foreign visitors 


1943-45 when the country was 
divided both because of those 
areas occupied by the Allies 


of fact, a simple 
recording of 


the power of the image on 
memory, managed (just) to 
avoid the sentimental. These 


will not note such scum); 


here are several fea- 
tures of stagecraft 
{some of which 1 noted 
two weeks ago apro- 


and the Germans, and by the . were all people caught up in i y 

bitter civil war between those even ts without events bigger than themselves. lighting of the Olympic flame er one ee 
who still backed the fascist Judgmen t or Although they had had never thrills the prostitutes, but stvie, Best of all, scenic econ- 
regime and the “partisan” forgotten, or wanted ta forget, passes them by, just as theend omy. The lighting - coming 


movement. . 

Quite by coincidence, this 
year’s anniversary coincided 
with the imminent entry into 
government of the neo-fascist 
MSl/National Alliance Party, 
which draws its inspiration 
from Mussolini and whose 
Jeader, Gianfranco Fini, 
recently declared fl Duce to be 
the greatest statesman this 
century. The electoral success 
of the MSI has emboldened its 
supporters to embark on a 
major exercise in historical 


in this atmosphere, any 
attempt by television to deal 
with the “liberation” risked 
exacerbating existing preju- 
dices and thus losing any edu- 
cative function. Ali the more 
so since the new right is deter- 
mined to end the near monop- 
oly over cultural attitudes 
exercised by the Italian left 
since the second world war ~ 


emotion 





sion programmes, it was clear 
the material was also unknown 
to historians.) The film was 
shot by US combat camera 
crews following the army up 
Italy and was shown often 
unedited, giving an extra raw- 
ness to the images. 

The style was incredibly 
matter-of-fact, a simple record- 


alongside his mistress, or 
Allied entry in Rome. But 
much was the casual incidence 


time had produced if not a 
catharsis, at least a sense of 
reconciliation. 

As so often in Italian televi- 
sion, the impact is diluted by 
the length and unstructured 
nature of the ensuing discus- 
sion programmes. Neverthe- 
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The Vienna smiles for Muti 


‘eipzig, Amsterdam, 
Vienna: three great 
orchestras of the world 
converged on London 

over the course of a long week- 
end. Baggage collection at 
Heathrow nrust have interest- 
ing, as assorted violins and 
cellos, trombones and timpani 


ing Berl, Paris and-London 
three times a year, each pro- 
gramme with a different con- 
ductor. The last of this sea- 
son’s trio was Riccardo Muti, 


on Monday at the Royal Festl © 


val Hall. In Salzburg Muti and 
the Vienna orchestra have 
become 





forcefully in London. In the 
outer movements of Beeth- 
oven’s Eighth Symphony Muti 
was vigorous and emphatic, 
getting more attack ont of the 
violins than they would have 
given Bohm, but the inner 
arene were — - 
not witty or pointed at 

The Vieuna musicians epee 
Stravinsky less often, which 
may account for an extra 
sharpness of concentration. 
‘The divertimento from the bal- 
let Le Baiser de ia fee is 
uncharacteristically romantic 
Stravinsky and Muti drew rich 
textures, lyrical phrasing 
wherever the opportunity 
presented itself. The wind 
Playing was immaculate, as 
ever, and he teased ont a 


fe ares 
ee SE oa if 
Mussolini strung up with his mistress: still a 


bronght down an entire politi- 
cal class. The final stages of 
the first major corruption case 
to come to trial have been com- 
pulsive viewing over the past 
week. It has been shown live 
for as much as four hours a 
day and-all channels have 
offered selective replays and 


Our critics 1 review ¢ two great European orchestras « on n tour in n London 








er Bese 





: oe 
troubling image today 
replays of witnesses’ state- 


‘Hahton-Deutsch Collection 


ing and does it further the 
cause of justice? The cynics 
would say that television chan- 
nels, state and private, are des- 
perately short of funds and 
this is a cheap and easy way of 
providing entertainment. Even 


Dutch triumph with Mahler 


n the Barbican's ongoing 

series “Great Orchestras 

of the World”, some 

orchestras have sounded 
distinctly less great than oth- 
ers. On Sunday afternoon, 
however, Amsterdam's Royal 
Concertgebouw Orchestra dis- 
Played the very standard we 
have been trying to remember. 
Fearlesaly secure and superla- 
tively musical, Mahler's 7th 
Symphony, the sole work in its 
programme, was marvellous to 
hear, and the standing ovation 
was folly earned. 

It would be hard to pretend 
that any London orchestra 
these days could guarantee 
such a performance. If the 


en and freedom of the 

Amsterdam players was awe- 
inspiring. No doubt their envi- 
able working conditions are 
conducive to those virtues. The 
conductor was the Italian Ric- 
eardo Chailly, wha inherited 
his distinguished post in 1988 
from the long line of Bruckner- 
and-Mahler devotees who 
established the Concertgebouw 
Orchestra's reputation. 


Mabler’s Seventh was a bold 
choice for a London showcase, 
for it is notoriously “problem- 
atic”. Foil of bold ideas, as 


was too muscular and up-front 


sounded brilliant. The trees 
stood out so vividly that the 
woods rather receded; there 
was less sense of symphonic 
arguments and inexorable con- 
clusions than of unstoppable, 
overflowing fantasy. In oe 
was more than enough to be 
going on with. 


David Murray 


at the 10 6 wet Seems. like 


geF 


more hopeless. 

The great achievement of 
these plays is, however, not 
that they fi) you with gloom 
about Russia, but that they 
catch so broad a range of 
humanity. Not one of the pros- 
titutes in Stars is a “type”. 
Each is distinct, with her own 
peculiarities, and a nervous 
system brilliantly revealed. 

and most forlorn is 
Maria (Anzhelina Nevolina), 
who seems at last to have 
found love with Nikolai but 
who is doomed by her own 
past. Even as she nestles in his 
lap, and tells him “Only you 
treat me as if 1 am human", 


zova), often speaking of her 

career as a trapeze 
artist and bearing herself like a 
ballerina. She finds (the play’s 
greatest [rony) tenderness with 
pam, & patient from a 


from above, against a black 
backdrop - works far better in 
these plays than in Chekhov. I 
still find that too much of the 
action is symmetrical, and that 
too many speeches are deliv- 
ered on the centre-line of the 
stage facing the audience, 
though only in Chekhov do 
these really mar the play. 


But I am astonished at the 


loud about the husband she 










































cially in Mozart operas, where delightfully Viennese Hilt. Vienna Philharmonic returns and anyhow the violins will experimental and perversely 
Moti demands a highly-strung For the main work they for apother European series, rarely bave enough thrust at chromatic as Mahler ever got by the Netheriands 
intensity a long way from the turned to Tchaikovsky proper, when the three conductors climaxes to cut through Mab- (his choral “Symphony of a Foreign javestsaent Agency 
laid-back playing most of his the Fifth Symphony. pruike be Ghulini, Haitink and Ozawa. ler’s teeming orchestra and Thousand”, would be brosder- and the Mimisiry of Agricul- 
colleagues get. other Itatian conductors, Muti * ‘e make themselves felt. brushed and operatic, his ture, Nature Management and x ‘ 7 ; 
That did not come across so is interested in Russian com- © Richard Fairman By contrast, the absolute Ninth grandly and serenely Fisheries A joyful scene from ‘Brothers and Sisters 
Cherkassky (0221-2801) Wed: Ghena Dimitrova and Paata Radio Orchestra in works Orchestra (089-4809 8614) &: Simon Rattle conducts City of ARTS GUIDE 
Opemhaus Tonight, Sat (also May Burchuladze sing Verdi arias and by Elgar, Beethoven and Bruckner Heriaulessaal der Residenz Birmingham Symphony Orchestra i 
6, 18, 15, 20, 23, 29): Macbeth with duets with Phithanmonic {08-734 1800} Tomorrow: Arturo Tatnayo conducts (0341-713 2280) monde, Eo. New York and 
cast headed by Alexandru Agache Orchestra. May 11~14: concert Royal Opera Tomorrow: La Bavarian Radio Orchestra Opernhaus Tomorrow: Cosi fan 
and Elizabeth Connell. Tomorrow: by Chorus and boheme. Fri: Suppé's in fourth Munich Biennale tutte. Sat: Lohengrin (0341-291036) Toneday,_ Austria Belgium, 
TanzForum production of Peer Gynt, Orchestra of Metropolitan Boccaccio. Sst Ame Melinas’s new —_Intenational festival for new Nether ee 
by Jochen Utrich. Conducted by James Levine two-act opera Doctor Giass music-theatre. Continues for the Hm HELSINKI Wetnccdaye Fr France, Ger- 
Fri: Arlacine auf Naxos with + (069-134 0400) * (08-248240 information 68-203515) next three weeks at various venues, many, Scandinavia. ° 
Alessandra Marc, Dolores Ziegier Oper Fri, Sun: Hans Zender Rotundan Tomorrow: Peter and Inciudes the world premiers Finnish National Opera Tonight Thursdays aly, Spain, Aone, 
and Peter Svensson. Next Tues: conducts Veit Volkert's new Bengtson’s new chamber opera on May 18 of Benedict Mason’s L’elisir d’amore. Tomorrow, Sat: London, Prague. 
Die Zauberfidte (0221-221 8400} production of Peter Comelius’ comic Ji (The Maids), after the new football opera Playing Away, three Stravinsky ballets, 5 Friday: Exhibitions Guide. 
A new production opera Der Barbier von Bagdad. Sat by Jean Genet conducted by Paul Daniel and choreography by Robbins, Uotinen i J 
of Ibsen's Rosmerhoim opens on Frankfurt Ballet in 08-248240 information 08-203515) staged by David Pountney (Tickets: and Nillinsky. Fri, Mon: La traviata. Eoropean Cable an 
Sat at the Schlosserel. Repertory by Wiliam and Amanda 088-4809 8614. Information: Sun: Teresa song recital. Satellite Business TV 
also includes Molly Bloom, an Miller. May &: first night of Nuria | GOTHENBURG 089-4809 8625) Tues: Nicolai‘s Die lustigen Welber (Central European Time) 
adaptation for the stage based on Espert’s new production of Rektra von Windsor (0-4030 2211) 
the character from James Joyce’s (068-236061) Konserthuset Tomorrow, Fri: m@ HAMBURG NBC/Super Channel: 
Ulysses (0221-221 8400) Neeme J&rvi conducts Gothenburg ness Today 1330; FT Business 
RSI Orchestra in Beethoven's Tomorrow, Fri, Sat, m@ LYON Tonight 1730, 2230 
m@ DRESDEN Fourth Piano Concerto {Justus Mon, Tues: John Neumeler’s version Opéra Tonight, Sat Kent Nagano 
m COPENHAGEN Semperoper Tonight, Sat. George Frantz) and Strauss’ Alpine of Prokofiev's ballet Cindereta. Sun: conducts Emst Theo Richter's MONDAY 
Royal Theatre Tonight, tomorrow, conducts Steffen Symphony. May 4, 5, 7: Jarvi Der Rosenkavaifer with Edith Mathis, production of Strauss’ Le bourgeois aes Channel: FT 
next Tues: new production of John —S- Pionttek's new production of La conducts Verdi's Barbara Bonney and Kurt Moll. May —_ géntilhomme and the original 1912 Reports : 
* Neumeler’s bailat set to Mahler's clemenza di Tito, with cast headed 6: Murray Perahia (031-167000) 6: Christa Ludwig farewell recital. version of Ariadne auf Naxos. TUESDAY 
Knaben Wunderhom and Fifth by Hans Peter Blochwitz. Tomorrow, May &: first night of Harry Kupfer's. Tomorrow: Charles Dutoit conducts Euronewe: FT Reports 0745, 
Symphony. Fri: Peter Grimes. Mon: Sun: La Cenerentola. Fri: ballet CH new production of Khovanshchina, Orchestre National de France in 1315, 1545, 1815, 2345 
Der Rosenkavalier (tel $314 1002 mixed bill. Man, Tues: Dresden @ MUNI (040-351721) works by Liszt and Mendelssohn, 
fax 3312 3692) 5 Staatskapelle concerts Tonight, Sat, Tues: La Musikhaile Sun moming: Justus with violin soloist Salvatore Accardo WEDNESDAY 
nes (0251-484 2323) forza del destino with Sharon Sweet, Frantz Is piano soloist and {tel 7200 4545 fax 7200 4546) NBC/Super Channel: FT 
, 4 Kulturpalast Sat, Sun: Yuri Doris Soffel, Dennis O'Neill, conductor in a Beethoven Reports 1230 
@ FRANKFURT Temirkanov conducts Weligang Brendel an slan-Henehik Hrogiaais ah Sescaie Varscute: &@ OSLO Frisky’ 
Oper Tonight: Martin Tumovsky — Philharmonic Orchestra In works Rootering. Tomorrow: John Cranko’s ¢ 7 
aeriines Crags by Weber, Beethoven and Prokofiev, baflet Onegin. Fri, Mon: Peter Stockholm Konserthus Tomorrow, Fri: Rafael here en Channel EE 
Orchestra in works by Prokofiev, with piano soloist Alicia de Larrocha conducts Dieter Dom's Philharmonic Orchestra Frithbeck de Burges conducts Osio Sky News: FT Reports 0230, 
‘Ravel and Dvorak, with piano soloist (0351-486 6666) Production of Cosi fan tutte, with {040-354414) Philharmonic Orchestra and Chorus 2030 
Vardan Mamikonian. Fri: Riccardo . Ainenda Roocret Mast in works by Haydn and Ravel (2283 sini 
Orcheara in Seotroven, Stavreiy Mt STOCKHOLM Rainer Tost (009-221316) m LEIPZIG = NBo/Guper Channel: FT 
‘chalkovsky. Sat Heinz Holliger Konserthuset Tonight Gennady Gasteig Tonight: Daniel Nazareth Gewandhaus Tonight Volker Rohde leports 
lays oboe concertos with Detmokd Razhdestvensiy conducts Royal conducts MDR Symphony conducts Orchestra of the Lsiozia @ STUTTGART 7 Sky News: FT Reports 0430, 
Chamber Orchestra. Sun: Ingo Stockhoim Orchestra ‘and Chorus in Beethoven’s Ninth Mendelssohn Staatstheater Tonight, Sat Philippe " 
Metzmacher conducts in works by Bdrtz, Messiaen and Symphony. Tomorrow: Ivo Seemat Haydn ond Deathovet Fri: Auguin conducts Jessi Wieler’s 
Modem in Tusnage, Gershwin, Shostakovich, with organ soloist Pogorelich piano recital. Sun: Igor Olstrakh violin recital. Sat production of La clemenza di Tito. 
Bemstein and others. Tues: Daniel Erik Lundkvist (tickets 08-10211G Scharoun Ensemble plays Brahma, Daniel conducts MDR Tomorrow: John Cranko Ballet 
conducts MDR Symphony _ information 08-212520) Johann Strauss and Saint-Saens. Symphony Orchestra and Chorus School. Fri: Nono's Intolleranza 
Orchestra and Chorus in BerwaidhaBen Tomorrow and Fri: Next Tues: Claudio Abbado in Beethoven's Ninth Symphony. 1860. Next Tues: Don Giovanni 
Beethoven's Ninth Symphony. Next  Jéng-Peter Waigle conducts Swedish conducts Berlin Philharmonic Sun: Peter Risel piano recital May {0711-221795) 
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wour- 
able publicity 

when he hosted 

é the launch of a 

: four-power 
peace initiative for Bosnia. 
Whether this new interna- 
tional “contact group” will 





Ian Davidson 





1867 
and all 
that 


British foreign 
policy has 
developed little 
over the past 


century 


quent members have consis- 
tently preferred a more politi- 
cally integrated Europe. They 


we see how many European 
electorates are disillusioned 
with their national political 
systems and the EU because of 
unemployment and other 
deprivations perceived as hav- 
ing been brought about by 
widespread economic “restruct- 
uring”. Is it plausible to sup- 
pose that most member states 
will be eager to throw away 


If the UK wants a 
different kind of 
Europe, it should 
get for the 


fray right away 


those parts of the EU system, 
such as the Social Fund and 
social legislation, which are 
designed to mitigate some of 
the inequalities of the free 
tmarket? Moreover, is it plausi- 
ble to suppose that they will 
endorse a Europe advocated by 
Britain? 

‘The second question is more 
relevant because, if the British 
government really wants to 
fight for a different kind of 
Europe, it should get ready for 
the fray right away, with a 
coherent concept and a feasible 
strategy. Any struggle over the 
future of Europe will certainly 
come no later than the Inter- 
Governmental Conference of 
1996 for revising the Maas- 
tricht treaty; and it may come 
Mauch sooner through German 
pressure to open to the east. 

As of now, the UK does not 
appear ready for any uncom- 
fortable choices. it has just 
retreated ignominiously from a 
fatuous crusade over majority 
voting, which was not just 
unwinnable but damaging to 








Britain’s position in Europe. 
But it appears to have drawn 
no strategic lessons from this 
narrowly-avoided crisis. In the 
absence of a European mani- 
festo, something it dare not 
publish, the Conservative 
party appears hopelessly 
divided on Europe, and its 


pre- 
conceived principle... I 
entirely concede that our 
recent foreign policy has been 
open to very grave and serious 
blame. 


This announcement appears as a matter of record only 
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mer — one of only two women 
ba tee colinet —ieay chan 


Her appointment has pro- 
vided a rallying point for 
women in farming. “When I go 
NFU meetings, women come 
because I am a woman minis- 
ter and a lot of them say, ‘I feel 
Tm involved - you understand 
that',” Mrs Shephard said. 


s 


Some are simply relleved the’ 
i represented 


[ 


is at last 

a woman; but others want 
Mrs Shephard is plan- 
Tespohd to that pres- 
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strike of 198485 (“We kept the 
home fires burning”, April 
24) is a hair-raising thriller. 
As a former board member 
for engineering of the CEGB, I 
am able to add an ironical foot- 


broke were embarked upon 
during the 1960s as a direct 
vesult of the CEGB's fear of a 


bave his predecessor's hang- 
ups about the Germans, John 
Major went out of his way na 
speech in Bonn three years ago 
congratulate Chancellor 
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Fax 071 873 5938. Letters transmitted should be clearly typed and not band writren. Please set fax for finest resolution . 


|| est, Mr Major has failed to cre- 
ene Germany. |. vakia to join the European 





conservative financing that 


Our fear was not directly of 
the National Union of Mine- 
workers but of the National 
Coal Board, which seemed 
unable to manage its labour 
relations and had shown itself 
willing to take more than rea- 
sonable advantage of its cap- 


tive customer, the CEGB. We | port 


feared worse to come and 
decided to increase our heavy 
fuel ofl buying capability. 
The crisis which broke 
Toughly 23 years later was not 
the one we had envisaged. The 
CEGB's response had two main 
features: equipment which 
proved more than equal to the 


ter has delivered on that prom- 
ise. From a German 


perspec. |- 
tive the British, onder Mr 


Major's leadership, have been 


However, by consistently . ‘ t 
‘) of lowing: Poland. Hungary, 


putting short-term party con- 


ate partnership with 





Alison Maitland asks why women: fariti-owners, 
_ in Britain are such as rare breed... °...- 














‘ column on agricultural 
issues in Farmers’ Weekty,-the 


TO THE EDITOR 


, London SEI 9HL 


now mostly recovered their 








trade magazine, 


rather than women per Se, 


oh Q Eesi ee 
ee BY _ ”” about, general policy issues, 


the business ina new, more 
open-way.* | 


That may explain why 
; represented 


women are better 

im less conventional areas. 
such as organic farming. “It 
makes a lot more sense to 


. women,” sald Ms Helen Brow- 


’ ging; chairman of British 
Organic Farmers, which has 

" gix women: on its 12-strong 
i inherited the 


| committee. She 


of England farm near Swindon 


3: -ing it to organic production. 
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yor need to be able to convince 


to be an engineer,” she said. 
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Fly the Chunnel instead 


From Jean Castelini. 
Sir, I very much enjoyed 
your 7 i 


‘At Maastricht, he used up 


the Czech republic and Slo- 


that the point on public sector 
strikes was more relevant). 
And I honestly have to say 
| that I have never had “to wait 


— and wait” for a bus at the 
REE station, whereas I bave 
been stuck at Acton Town for 
half an hour (at least) because 
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| UK’s strong bonds with Germany‘must be re-emphasised 


iy saat 8 
y defai we ail 
revival of the Anglo Ger aas 
antagonism that was so harm. 
ful'to Europe in the early part 
of the 20th century. 

London SW1A 0AA 
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The next president of the 
Euro 


when the EU's objectives are 
becoming more disparate, more 
important, and more controver- 
J because the EU is 
shifting away from an exclusive 
focus on deepening co-opera’ 


E 


Yesterday's white paper on 
is pure politics. It is a 
ion, designed to 
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Eurosuperman 
step forward 





2 -one can tell whether these 












tor, capable of managing more 
efficiently a Commission bureau- 
cracy employing 10,000 people and 
with an annual budget of 
Ecu70bn. Streamlining the Com- 
mission will be a priority after 
it. 


in the 

the successful candidate must 
reinforce the ED's support for an 
open world trade system and poli- 
cies that avoid subjecting wealth- 
creating business to unnecessary 
regulation, The emphasis on 
labour market flexibility in Mr 
Delors’ white paper last year was 
@ step in the right direction. More 
strong guidance from the top will 
be needed if Europe is to catch up 
its competitive lag with the US 
and south-east Asia. 


Political adroimess 

‘Third, the next leader in Brus- 
sels will require political adroit- 
ness and vision to foster accord on 
future priorities among the main 
member states. A constructive 
partnership among Germany, 
France and Britain, in areas rang- 
ing from defence and security to 
monetary policies, bas been 
impeded by the strains of post-cold 




















































pean foreign policy framework no 






amounts are sufficient. The neces- 










hancellor Helmut Kohl 
and his irrepressibly 
optimistic economics 
minister, Mr Ginter 
Rexrodt, insist that 


gross domestic product since the 
war ~ a drop of 1.9 per cent last 
year ~ the economy is picking up 





country’s independent economic 
research institutes, for their asser- 


‘west, and a good 7.5 per cent in the 
devastated east. 
Only the staunch neo-Keynesians 


this spring, the 
for a summer “double-dip” reces- 
sion, with no recovery before 
second half of the gear. Overall, 
that means zero growth in west 
Germany, and 0.5 per cent for the 


opposi- 

tion Social Democrats, and the DIW, 
fear that the desire to see green 
shoots of recovery has overwhelmed 
perceptions of the reality, that 
domestic demand remains stub- 
bornly stagnating, and the economy 
us, 


Ray of sunshine 
after winter gloom 


Experts detect the green shoots of German economic 
recovery starting to sprout, says Quentin Peel 
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6.8 
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Bourne Fociara Stich Oice, Etmates of tha Ecooomdc irtutes. Spring 1094 


many to the east, running at about 


initial surge in private sector 
investment, maintained last year in 


recovery, the BGA said. 
Even the five optimistic institutes 
see only a feeble ray of sunshine in 


ann, 

480161 160 
wr 78", aR. 
* tnatituten’ estimate 
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That also 


competitiveness 
depends on the success of the 
rationalisation programmes intro- 


many of the blue-chip names of Ger- 
man industry, most are forecasting 
a return to the black in 1994. IBM 
Deutschland yesterday reported a 


even such a long-term sufferer 
Krupp-Hoesch, the steel group, 


believes it has done enough to 
break even next time round. 

The chemical industry - tradi- 
tionally first into a recession, and 
first out of it - seems to be indicat- 
ing the turn. Hoechst yesterday 
reported a 10 per cent increase in 
turnover in the first quarter, and a 
16 per cent profits rise to DM506m. 

As for the last of the three recov- 
ery planks, the continuing relax- 
ation of monetary policy by the 
Bundesbank may be the one most 
in question. The imstitutes yester- 
day agreed that the central bank 
could afford to - and should - cut 
another two percentage points from 
its short-term rates. This in tum 
would ensure that the continuing 
attractions of short-term financial 
deposits would be outweighed by 
the recovering profitability of 
long-term industrial investment, 


are more doubtful. They believe 
that the downward trend of interest 
rates is likely to end by the sum- 
mer, with the sigus of economic 
recovery multiplying --and the 
Bundesbank still far outside its own. 
monetary corridor for the M3 broad 


hand, is less influenced by interest 
vate expectations thesa days, and 
more by the expectation of better 
profits from industry. For the time 
being, there is a lot of liquidity 
because of the retreat from the 
bond market, and the most likely 
destination seems into shares. 

What market observers do not 
seem to share is the outright pessi- 
mism of the DIW. They point out 
that even if real wages are cut this 
year, they only constitute about 50 
per cent of disposable incomes. ‘The 
latter include revenues from prop- 
erty, dividends, and transfers from 
government, all of which are more 
buoyant. Moreover, German con- 
sumers have shown a clear ten- 
dency in the past year to reduce 
their savings to maintain their liv- 
ing standards, 

The cuts in working hours could 
also have another perverse effect: a 
boost to the black economy, where 
increasing numbers of Germans 


tics, but they show up in consump- 
tion,” said Mr Joachim Fels, imter- 
national economist at Goldman 
Sachs in Frankfurt. “That is 
another reason why we are not so 


Whether all that cautious opti- 
mism is enough to save Chancellor 
Kohl's political future in the coming 
series of loca], state and federal 
elections is another matter. But it 
shows why he has perked up appre- 
ciably on the campaign trail, and 
started to talk of springtime. 


Industry is beginning to benefit from a period of radical restructuring, says Christopher Parkes 
Corporate convalescence 
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The difference in emphasis 
between business opinion and 
more cheerful forecasts from Mr 
Ginter Rexrodt, economics mini: 


g 


5 per cent this year, the increase 
would not compensate for last 
year’s 10 per cent decline, he noted. 


firmed the trend, attributing a 16 
per cent increase in first-quarter 
pre-tax profits to improved busi- 


sion has taught lessons about over- 
reliance on exports to over-supplied 
Jocal markets which have far wider 
bnplications for the longer term, 
particularty more globalised manu- 
facturing. Last year’s restructuring 
of domestic pay agreements and 
deep cuts into over-blown work- 
forces was only one response to 
's structural difficulties. 

A second, potentially far- - 
ing response is the globalisation of 
Germany's traditionally home- 
based manufacturing capacity. Last 
week alone, BMW, currently build- 
ing its first foll-scale foreign car 
Plant in the US, said it was plan- 
ning a new factory in Mexico. On 
the same day Mercedes-Benz signed 
a joint venture to build E-Class lim- 
ousines and engines in India, 

Attention is also focused on new 
Possibilities in south-east Asia. Sie- 
mens chairman Mr Heinrich von 
Pierer this week pointed out that 
last year Germany invested 4 mere 
DM3.3bn in the region compared 
with Japan’s DM70bn. 

















brightening expectations are due in the US, which takes a far- As Mr von Pierer noted, if Ger- 
entirely to attempts to raise pro- ther 10 per cent, appear to have man industry fails to exploit the 
aactivity and competitiveness enough pulling power to lift Ger- opportunities in south-east Asia, 
through its own restructuring man industry out of its worst the world’s fastest-growing region, 
efforts, is widely echoed elsewhere slump since 1945. Germany could pay a high eco- 
im German industry. But the experience of the reces- nomic price. 
trick? Lunch at Chequers with another president 30 years ago. 
One Delors Chancellor Heimut Kohl surely in 1964, trading was suspended 
presented an ideal opportunity to for only half the day to mark the 
closes... persuade the German Jeader that | passing of Herbert Hoover. 
Scares over BSE are no kind of But then Hoover just happened 
excuse for a boycott of fine Angus to be in the White House in 1929, 
@ Jean-Luc Debaene is not the steaks, the year of the mother of al] stock 
most obvions candidate to But the PM has chickened out, market crashes. 
Jacques Delors as president of the it seems. Kohl will be eating pork. 
European Commission. i e al 
StL ie teoctadiel Bagiee Balance sheets 
the si 
premier has little i Inequitable? M While the City of London tries 
ic experience — and a great i@ Ever since the assassination to get serious on the subject of 
face for radio. of Presi McKinjey in in the dealing 
Still, the German chancellor has 1901, American financial markets room, turn to this month's issue 
taken a shine to Dehaene, and so have paid tribute to the death of of German business magazine 
people ~ not least the British beads of state by shutting up shop. 1Forbes for a distinctly more 
Foreign. — are suddenly But in closing down for an entire | irreverent spin on the gender 
taking him seriously for the top session to mark the passing of war. 
executive job in Brussels. UK Richard Nixon, the New York Stock “Ja bitte!” shouts the cover, 
interest in his chances is all the i has ruffled a few feathers | claiming that romance in the 
‘because of Dehaene’s - and not solely becanse people workplace pushes up creativity, 
enthusiasm for federalism, a bogey feel that Nixon, the only US performance and turnover. 
word in Britain. President to resign in disgrace, Steamy details proved tough to 
Dehaene wants faster political merit something less than elicit, though. Companies such as 
and economic European integration the full treatment. Audi stayed primly taciturn, while 
balanced by greater devolution. pugnacity, charm and political skill And hence to the small matter At least two other exchanges, Hewlett Packard was equally short 
of power to the regions. It’s the makes him a hard act to follow; of nationality. Whils the Nasdaq and the Pacific Stock on specifics. 
same mode} Belgium has adopted his performance certainly has made | squabble over the division of a » unabashedly say they “We mainly hire graduates at 
im response to pressure for greater it more or less inconceivable number of international jobs up ‘would have preferred to remain the marriageable age of mid to late 
autonomy in Flanders and the WTO should go for a trade _ for grabs at the moment, they could | open but were forced to follow the 20s. You can imagine the rest,” 
Wallonia. bureaucrat, however skilful, ofthe | find the WTO eluding their grasp. Big Board's lead for technical it 
The man himself won't say if kind that always used to rum the The Gatti may traditionally have Teasons only. ‘The jonrnal, which is in the 
his hat is in the ring, nor will Gatt. gone for a European, but this time Wail Streeters were also quick Burda stable, did manage a dig 
anyone in the Relgian As the world's trade policeman, developing countries will be to point out the damage that __ at a rival. Prominent on the list 
But contingency plans for bis the new organisation will need pushing a candidate of their own unscheduled closings could inflict of bosses who had tied the knot 
departure are forming. someone who is not afraid to dress | — as may Japan. on the New York market's efforts with their secretaries was 
Ofcourse, he may still be blocked | down governments that break fair to fend off its competitors from Bertelsmann chief Reinhard 
See erie Aon teas Hee Tee Pee Be were. ‘as cafe fox tha oil Hou. 
more towards Roud Lubbers. And, ing trade talks i}y-H7 deciding to close for Beckmann was, moreover, 
Madieciis wotastations that” | bavetoheveasitsbssaskiled | Lily-livered session, the exchange is indeed “piquantly the wife of one of his 
he just wants to go home to Dublin, | negotiator to deal with an expected | §@ Has John Major missed another | affording Nixon an honour denied | employees”, the magazine sniped. 
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Japan’s socialists ignore 


plea to rejoin coalition 


By Wiltlam Dawkins in Tokyo 


Mr Tsutomu Hata, Japan’s new 
Prime minister, made no progress 
yesterday in persuading the 
Social Democratic party to rejoin 
‘The deadlock threatens to pre- 
vent his forming a majority gov- 
ernment and increases the 


urayama, 
chairman, refused to reply to Mr 
Hata's invitation to discuss the 
socialists’ decision to leave the 
government coalition, so remov- 
ing its parliamentary majority. 


tion of a new alliance, called 
Kaishin, by five conservative 
groups led by Mr Hata’s Japan 
Renewal party. 

Only hours earlier, the SDP 


his nomination as leader, the 
LDP suggested. “Is it OK to 
entrust the future of the people 





Confusion, collapse and 
C}YTICISI cesemeecennetneeeon—— Page 4 





to such an insincere govern- 


country then enters a 10-day boli- 
day period. a 

The SDP has said it would 
co-operate with the government 


in passing a budget for the cur- 
rent year. This bas been blocked 
for more than a month by a par- 
ltamentary row over former 

i Morihiro Hoso- 
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Swiss freeze Schneider funds 
after ‘laundering’ accusation 


By lan Rodger in Zurich and 
David Walter In Frankfurt 


A Swiss prosecutor has frozen 
some SFr200m ($139m) in 
accounts in Geneva banks con- 
nected to the fugitive German 
property developer, Mr Jurgen 
Schneider, for whom a Frankfurt 
court yesterday issued an arrest 
warrant. 


The 59-year-old entrepreneur, 
who has heen missing since early 
this month, is charged with fraud 
and falsification of documents in 
connection with a DM45m ($26m) 
loan obtained from Deutsche 
Bank for financing the “Les 
Facettes” development in the 

Frankfurt. 


centre 
Mr Laurent Kasper-Ansermet, 
a prosecutor in Geneva, said he 
took the action to freeze Mr 
's assets last week fol- 
lowing a formal accusation of 
money laundering ae 


Santander 
shares down 


Continued from Page t 


Banesto is to seek buyers for 
its industrial shareholdings while 
Bankers Trust, the US invest- 
ment bank, has been given the 
task of selling its press and tele- 
vision interests. 


A question ‘hangs over the 
future 











Pressure Ouilds Into the region. 
Five-day forecast 







Abu Dhabi 3 

un Belgrade 
Accra tnd §=32 Berl 
Algiers sm 26 Bermuda 
Sham = shower 19. C.hagen 
Bangkok fund 34 Cairo 
Barcetona far 22 Cape Town 


Low pressure between Iceland and the 
British Istes will cause rain in Iretand, 


Southem France will be sunny and warm. 
Germany, Poland, the Balkans, the CIS, and 
Greece will have a lot of cloud with scattered 


South-west Europe will remain warm, sunny 


transferred the money during 
March from time deposit 
accounts at German institutions 
to foreign accounts. Mr Hellmut 
Hartmann, Deutsche Bank press 
spokesman, refused to confirm 
yesterday that the money had 
been frozen at the bank’s request. 

The Schneider group collapsed 
on April 15 with debts of more 
than DM5bn. On Monday Deut- 
sche Bank, owed DM1.2bn, 
blamed the collapse on system- 
atic fraud. The bank said the 
direct financial losses would be 


1994 accounts. 

The Swiss prosecutor 
responded immediately to the 
German bank's complaint. Under 
Swiss law, a prosecutor can act if 
a victim of a i 
crime, even if foreign, submits 
charges. It is no longer necessary 
to wait for the customary govern- 
ment-to-government request. 

He can also open an inquiry if, 
as in this case, charges of money 
laundering are filed. However, 
the party making the charges 
cannot have access to the results 


BAT buys American 
Tobacco for $1bn cash 


Continued from Page 1 


purchase. “We don’t see this as 
inhibiting us,” he said. “We 

easily cope with another 
£1bn-plus of borrowings as of 
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Lufthansa 


German Airlines 





tive.” BAT said the deal improve 
its earnings from the outset. 
The price 
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S Korean - 
carmaker. 
signs deal - 
for German 
production 


By Kevin Done in London 
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middle and senior managers worldwide are motivated to. 
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direct result of our commitment to our people. 1000 of-ou 


no. 1, ask our 6000 


clients in Europe, the 


deliver superior catering service because they owna : 


Pacific Rim and 


stake in our Company. 


e USA. 


GARDNER MERCH 


World Service. 
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Flat earnings for 
Eastman Kodak 


Eastman Kodak, the US photographic , 
yestertiay said sales and earnings, exchadine special 
items, were virtually Hat in the first three outa 
of the year. Page 17 


UCB held back by chemicals 

‘The downturn in chemicals and currency 

in Europe led to a 17 per cent profits fall last 
year at UCB, the chemical and pharmaceu- 
tical group. Page 16 





Heineken, the Dutch brewer, has called on 
the help of its subsidiaries around Europe to 
counter the threat of a shortfall in Dutch beer 
supplies caused by a six-lay-old strike at its two 
main plants. Page 17 


TV network helps entertainment group 

Capital Cities/ABC fl the US entertainment group, 

reported a big jump in first quarter profits from. 

$70.5m to $116m, with earnings led by another 
performance 


strong from its ABC television net- 
work. Page 17 : 
Disney rises to a record 


Walt Disney, the US entertainment group, saw 









Disney’s creditors to make their audit of the trou- 
bled leisure group's finances available to the 
public. Page 18 


SE-Banken back In the black 
pfirare) frre wee po 






Edinburgh Investment Trust, one of the leading 
. UK investment trusts, increased its net assets . 
per share by 18.7 par cent to 9421p th the year. 
to March 31, Page 22 









al Alr London 22 Huntleigh Technology 22 
AT Akzo Nobel 417 1&S Enterprise Cap 22 
\¥ BAT Inds 21 Jupiter European 22 
BAe 21 Kleinwort 23 
Banco Santander 28,1615 Lyles (S) 22 
Banesto 23.1615 Maleya 3 
Bartows 22 Marine Midiand 22 
Bedford (Wm} 22 Merowe. | a3 
: Bennett & Fountain 23 Mercedes-Benz 2015 
: Britannia Marine 23 Merlan! 7 
Gund 23 Miteul Trust Bank 19 
Capital Cities/ABC 17 Mt Layahon Gold 19 
Case 16 National Weetninster . 233 
| Citizen 49 Northam Telecom 18 
{ 4 Clyde Blowers 22 Paldeten Telecomms 10 
YEP). Compass 46 Pepsico 18 
{| 4 Cosalt 22 Rantokit 23 
: Cyprus Amax 17 =SE-Banken ‘ate 
Digital Equipment 19 Sears 
Era 22 Secs Trust Scottend 22 
Eadle 22 Sherwood Computer 
Eastman Kodak 17 Simon Engineering 22 
Edinburgh Inv Trust 22 Sun Microsystems _ 18 
. Emeraki Energy 28 TR Property inv Tst 23 
: Eurotunnel 16 Tarmac 21 
Freeport-MeMofan 78 Tenneco 28,15 
Fujitsu 48 Tokel Bank 19 
Geared income Inv 22 Trateiger House 9 
Harleys 22 UCB 16 
Heineken 17 Usborne 2 
Hering Baker Haris 22 Wait Dieney 3 
Hersant 7 17 Wensum 2 
Hoechst 28,15 Wood (John) F 
CS + 
Market Statistics 
Market Staessen 
‘Banal reports service §=— 26-27 Forokgn axchange 32 
Benchmark Govt bonds 20 Gis prices r 
- Bond futsres and options 28 Liffe equity options © Back Pays 
Bond prices and yieide 20 London share service 28-27 
prices 24 London wad options 32 
Dividends announced, UK = 21 panaged funds service «=: 2882 
BABS currency rates s markots 2 
Gren a 2p New it bs ues =. 
FT-A World bwiicas = Back Page eit mis 2 
FT Gold Minca Index Back Page Short-torat So 
FTASMA latl bond sve 20 US Interest rates 
FI-SE Actuaries bodioas 28 World Stock Morksts sg 


Codi Time Da Cet Meith Loa} tfexos tea us [= hid 


FRANKFURT (02h PARES FF} 

15 Eston tt 7S + (2 
fnieven mos . Gulewem met 
Degussa mo + 69 heal BA # 2 
Honchat 85 1.3 Peugeat 
Hater mt fh Sehemer a2 + 13 
He oo - 2% Uocksfrene Bd = TS 
NEW YORK (9) TOKYO {Yen} 
ec linia Ag Are + 
Disnay i a 
Palip Moris sa + 1% Pati 
RIR Nabieco M+ exon st 3 
_— naa Spring ne 

- 1 - 
zm 4 nea 54 = One Corp m3 = 
Now York prices at 12.30pa te 
LONDON (Pence) Fans 
BAT lads, 355% + 12 Ae London @e@- 3 
Cosa 13 + § Booms gy - 38 
Helical Bar s+ 14 pe Biotech 610-13 
decobs (9) Ss o+ 4 Gye Bowers = 200-15 
Low (en to + 68 8 = 18 
Morlend a2 +) «(OT Cxnpess 7 
Poor Sets = SS te Bact 8. = 
Psion mp + (12 Ende w- 4 
Ramco 08 1 lU+lCOS Having Beker a - 6 
ay a Sem 2 = oh 

+ - 
Soom Gp ee <  g Sherwood Comp 110 4 
= 4 = Teme w- «Os 
YorsTyel Ty StS + 





@THE FINANCIAL TIMES LIMITED 1994 


FINANCIAL TIMES 


COMPANIES & MARKETS 


Wednesday April 27 1994 


AaPOLLATE UTE RUPESE MOUSE TR CER PO. ONL SOG ES 








Eurotunnel creates new class of debt |Tenneco 


of senior bank debt as part of its 
£1.3bn refinancing package. 
_ The company and fts four lead- 
ing banks, or agent banks, are 

balding meetings all over the 
world to win the requisite 90 per 
cent support ofits 200 banik cred 
tors for the 

It hopes to have persuaded 
them by the middle of May, so 
that it can then launch a rights 
issue to raise between £600m and 


£700m of new equity. “The indica- 
tions are that banks will 
back the proposals”, said a 
banker. i “But it's bound to be a 
close 

The rights issue cannot take 
place before the new bank 
finance has been raised. The final 
deadline for securing commit- 
ments from the banks to avoid a 
financial crisis is the beginning 
of June, according to senior 
bankers. 


Unlike the previous refinanc- 
ing in 1990, when Eurotunnel’s 
commercial loan facilities were 
increased from £5bn to £6.8bn, 
the banks are this time being 


offered a new class of debt. “It 
has an enbanced security pack- 
age and matures earlier”, sald a 


ane 
i 
a 8 


nese banks, who have to 


contributed 23 per cent of its 
£6.8bn commercial Ioan 


Eurotunnel requires the new 
fonds because of the late start of 


services through the Channel 
tunnel, which means it will take 
longer for it to service its exist- 
ing debt. 

At the moment, it is im breach 
of its loan covenants and is draw- 
ing fands under waivers from the 
banks. A 90 per cent majority of 





@ Chairman says deliveries of new model beat 
forecasts and reach 200,000 M@ Turnover up 28% 


Sales of Mercedes-Benz 
cars increase by 30% 


By Christopher Parkes 
In Frankfurt 
Sales of Mercedes-Benz cars 


marque’s most important mar- 
kets, Mr Helmut Werner, its 
Deliveries of the new bottom- 
of-the-range C-Class model had 
exceeded expectations by reach- 
ing almost 200,000 since the 
launch last summer, he said. 
Total turnover at Mercedes, 
which is the vehicles arm of 


three months, with passenger 
vehicles contributing DM9.5bn. 
Sales for the full year were 
likely to rise 7 per cent to exceed 
DM69bn, and the company was 
now confident af returning a pos- 
itive result for 1994, Losses fn 
1993 totalled DM1.2bn. 
Borge ppc shige ge 


was ronning counter to 
‘a conning down rend he 


rest of the car industry, Mr Wer- 
ner said that even the loss-mak- 
ing commercial vehicles business 
was gaining market share in 
some sectors. 

Car registrations in Germany 
had risen 41 per cent to 67,200 in 
the three months ended March, 
pushing up market share 22 
points to 82 per cent. Full year 
Tegistrations were expected to 
top 200,000. 

Elsewhere in western Europe 
numbers rose 46 per cent to 
45,000 vehicles. Japan and the US 
showed increases of more than 30 
per cent, he added. 

Mr Wermer said factory capac- 
ity utilisation had been stepped 
‘up to 70 per cent from 65 per cent 
last year, at and boasted that the 
gap between. Mercedes’ and Japa- 


‘ productivity 
was closing rapidly. The so-called 
“productivity gap” of 35 per cent 
in 1992, would be down to 15 per 
cent by the end of this year. 


570,000 units after 508,000 last 


rose 4 per cent while the overall 
market fell 10 per cent. 
Foreign heavy 


operations are undergoing 

and are not expec- 

ted to break even until next year. 

Mr Werner confirmed a further 

8,000 jobs were to be cut this year 
followed by 4,000 next year. 


Santander to pay $2bn for Banesto 








Hoechst underlines optimism with DM506m 


By David Waiter in Frankfurt 


Pretax profits at Hoechst, one of 
Germany's big three chemicals groups, 
rose 16 per cent in the first three months 
of the year, climbing by DM70m ($40.9m) 


‘to DM506m ($295.9m). 


Aenea fignria‘socvid 0 “amor! 
score the growing optimism in the Euro- 
pean chemicals sector as the industry 
pulls out of cyclical recession, Hoechst 
warned that growth in profits for the fall 
year would be restrained. despite the 


encouraging start to the year. 


Hosoi; which sineet a 2 be cane 


drop in year, explained 
aot peels in tie fire quarter beafied 
from growth in sales volumes in markets 
outside Germany as well as the impact of 


cost-cutting. 

But the company said it would have to 
bear the costs this year of further restruct- 
uring. Last year restructuring charges 
amounted to DMibn; the group has cut 
12,000 jobs in the past three years 
plans to cut 8,000 more in 1994 and 1995. It 
said that the business, however, was likely 
to improve further and profits would 


and 





American money brings 
new risks to markets 


American 
\ investors made 
more than dou- 


eign equities in 





ee aces br knaccans 


($i2bn) and Asia ($17bn). 
Although Hong Kong (son) 
proportion of 


"ah 


Barry Riley 





Investors have 
the right to sell 


-. any time a panic 


grips them 





Americans have been net export- 


year. 
About half of the overseas 
equity purchases by US investors 
may parry attributable to pension 
funds, the rest to mutual funds 
and other shorterterm institu- 
tions. As for poe: pension 


Such cross-border flows are 


ground is very different. 


9 


export from the US of volatility: 


! 


applies, in. spades, 
Kai 


Ww 


Increase bo spite: of the: resizuctiring 
The business environment in general 


steadily ing 
bey mt Seagal geet etd 
ery in Germany was very 
muted optimism contrasts with fellow 
chemicals group Bayer which said last 
month that earnings this year would prob- 
aby lncrease by 2) per cont. 

While turnover rose by 10 per cant to 
DMl2bn in the first quarter, a third of the 
increase arose from the acquisition of 
Schering’s plant protection and pest con- 


more favourable to 


In Germany, sales fell as a result of 


price pressure, but in the rest 


pronounced 

of western Europe there was a “consider- 
able” increase in sales as a result of higher 
sales volume. Hoechst Celanese, the 


to sell 
35% of 
Case 


By Laurie Morse In Chicago 
and Andrew Baxter in London 


the Texas-based 
company, is to sell 35 
per cent of its Case farm and 
construction equipment division 
in _an initial public offering. 

The long-awaited announce- 
ment, aimed at reducing Ten- 


Ten: eco, 


Analysts 

will yield about $500u for Ten- 
neco, which the company plans 
to use to repay short-term debt 


and to pursue acquisitions. 
Tenneco’s stock traded down 
about $% after the announce- 


seven ides. Te rb 


continue to make losses. a 


This announcement appears as a matter of record only 
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UCB held back 


by downturn in 
chemical sector 


By Lionel Barber in Brussels 


The downturn in chemicals 
and currency turmoil in 
Europe fed to a 17 per cent 
profits fall last year at UCB, 
the Belgian chemical and phar- 
maceutical group. 

fell to 


Group pretax 
BFr2.03bn ($56.4m) from 
BFr2.4bn in 1992. However, an 
exceptional gain of BFrésom, 
due mainly to the sale of Vel, 
the group's Belgian chemicals 
subsidiary, helped lift after-tax 
profits in 1998 by 7 per cent to 
BFr2.4bo. 


Mr Georges Jacobs, chief 
ie 


BFri5.9bn, against B¥r 47.31bn, 
the company created 199 jobs. 
The workforce at the end of 


Korea. 
“We can't just sell. we mast 
produce locally,” 


UCB is ing a total 
net dividend of BFr430 per 
ordinary share, against the 
BFr420 paid for 1992. 





Compass stock hit by 
plans to buy US unit 


By David Blackwell 
tn London 


yesteriay afer the caterer and 
rer 
surprised 


healthcare company 

the City of London with news 
ot plana to bay 8 US contract 
caterer for 


$450m. 
Compass said it was “in an 
advanced stage of negotiations 
in relation to a substantial 


acquisitit 

About half the purchase 
Price would be funded 
a rights issue. In London, the 
shares closed down 13p at 316p. 


$lbn. 

It is owned by Flagstar, 
Which also owns several res- 
taurant chains including the 


Denny's hamburger outlets. 
Flagstar, listed on Nasdaq, 









Hana Bank, Seoul 







attention to the US from 
Only last July the group 
restaurant, 





This announcement appears a3 a matter of record only 


in the black 
with profit 
of £138m 


By Nei Buckley in London 


Sears, the UK retailing group, 
confirmed its place in a the 
tanks of retail recovery stories 
with a return to 
tax profits of £188.3m 
G20L.9im) after a £47.8m 


last year. 

It safd trading in the first 11 
‘weeks of the current year was 
“satisfactory”, with like-for- 
Hike sales. growth - which 

judes store openings 
closures — ahead of the 3.6 per 
cent achieved in the second 
half. The dividend was 
the time in 18 
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Thai Fuji Finance & Securities Co. Ltd. 


US$60,000,000 


KEXIM Asia Limited 
Hana Bank, Seoul 
Tat Lee Bank Limited 


Arrangers 


Lead Managers 


Transferable Loan Certificate Facility 


L.EC. Far East Ltd. 

Sumitomo Trust Merchant Bank 
(Singapore) Limited 

Bangkok Bank of Commerce, Ltd. 


Sears back |Banesto bolsters Banco Santander’ S , ambitions 
The bank sees the purchase as providing a balance, report 


r Emilio Botin, chair- 
man of Banco San- 


tander, was once. 


accused by a shareholder at 
the bank’s annual ae 
too conservative. “There 


being too 

ao a ee ee 
be ert “conservative 

bankers and bad bankers." . - 

There were many analysts 

yesterday who wondered 

nether the third ; 


Botin to preside over San- '. 


gone 
to | the market,” said Mr Derek 


1 a dames Capel 


analyst. 
Mr Gary Weiss, director of 
the team at Merril Lynch, the 
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Eastman Kodak turns in 
flat first-quarter result 


By Frank The reorganisation was part of continued weak results in 
In New York of a fresh policy direction initi: the upcoming quarters will 

ated by Mr George Fisher, who cause people to start to get a 
Eastman the took over as chief executive little impatient with Mr 


Fisher,” said Mr Alex Hender- 
son, an analyst at Prudential 
Securities, who described Mr 
man departed from the Fisher’s approach as maintain- 
long-standing wisdom on Wall ing the “status quo”. 
Street that Kodak must slash However, operating earnings 
costs by adding to the 10,000 from Kodak's threa main divi- 
job cuts it had announced sions — imaging, information 
before his appointment. and healthcare — climbed 26 
Instead, Mr Fisher adopted a per cent in the quarter, from 
long-term approach, stressing $870m to $294m. 
Stronger revenue growth and “These operating results 
faster product development, show that we have continued 
especially in the emerging field to make substantial improve- 
of digital imaging. : 


‘ments in reducing our cost 
In his first fail quarter at the base,” Mr Fisher said. 
helm, sales edged 1 per cent 


Sales im the core imaging 
ahead to $3.59bn, prompting business. improved 6 per cent, 


last autumn, charged with 
shaking up the group. 
The former Motorola chair- 


year, 
Wall Street analysts were 
disappointed with the 
results, but the share price, up 
$% at $41%, held fairly steady 
in early i 
Net inco: 
$12m provision 


a unease among some analysts. offsetting a 3 per cent dectine 
division, and the divestment of “The combination of these in health, and a flat perfor- 
other E weak results and the likelihood mance by the information arm. 








































Ireland , United Kingdom 
Ireland's largest 7 © Significant improvement at 
newspaper publishing Group. GLEN regional newspapers. 
© Increased contribution from = » improved trading at 
publishing operations. Commuter Publishing 
Share of national newspapers’ §=— Partnership. 
PmUITOn SS Rar advertising revere increased. » Satisfactory first year for 
; © Aggregate cable and MDS Buspak UK (50% owned). 
gp ecis customer base increases $796 =» Purchase of 29.99% interest in 
to 103,182 (Princes Holdings~ | NewspaperPublishing, 
50% owned). London~ publisher of “The 
Independent” and “The 
South Africa Independent on Sunday” 
« Agreement to acquire 31% (subsequentto yearend). . 
interest in Argus Newspapers, —« Acquisition of 75.1% interest 
the largest newspaper in Capital Newspapers of 


publisher in South Africa 


{subsequent to year end). purchase the remaining 
Prance ; toile aad 
» Reasonable trading for 7 
Sirocco, ranked number two Australia 
in {ts outdoor advertising © Australian Provincial 
market, Newspapers pre-tax profit 
; © Growth in sales of street Increases 40% ta 
TRLL, OOO invested tt furniture and municipal $28.2 million. 
Indepordemt Newspapers services. © Group’s indirect holding in 
in March ? ere Mexico APN increased to 25%. 
a ee ss  * Significant trading 
Irae Crome et eMac ee Expansion in billboard “Improvement at Buspak, 
aTiPare agate eee advertising by Avisa Australia’s largest mobile 
(40% owned). outdoor advertising 


today wordh IRZLISH,000, 


rata) 


al 









*Adjusted for Capitalisation Issues. 


Dr ALE 0 


rarer Tea 


Registrar 
(Coples of the Report may be obtained from The Secretary. 
Independent 


-| period last year, 
“reports from W; 


Independent 
Newspapers 
Around the World 





HiGu 


‘London, with an option to 


Lou 
1993 


Operating Profit before Exceptional Items ..29,191 


wos-~-1 85,563 | 143,718 {429% 


© INDEPENDENT NEWSPAPERS, PLC 


Full financial statements for the your ended 31 December 1993 will be delivered to the 
‘of Companie: and carry an unqualified Audit Report. 


MC, 1nd Upper Hutch Street, Dublin 2. 


Big jump in 
profits at 
Capital 
Cities/ ABC 


By Patrick Harverson 
in New York 


Capital Cities;ABC, the US 


year ago, the group recorded 
profits of $70.5m. 
The comparison with last 


g 
i 
i 
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23,437 |+25% 
16,022 |+81% 
19.44p [457% 
9.30p |+18% 










Akzo Nobel off to strong start 


higher sales volumes, 
increased prices and positive 
currency movements. A con- 
tinuing programme of cost-cut- 
ting enabled Akzo Nobel to 
limit the rise in operating costs. 
to F15.2bn, an increase of 7.2 
per cent. 

The company’s shares, one of 
the strongest performers on 
the Amsterdam stock exchange 
in recent months, ended the 
day up F16.40 at F1226.90, a 
rise of nearly 3 per cent 
compared with Monday's 
close. 


Until the first quarter, Akzo 
Nobel had relied largely on bet- 
ter results in North America to 
compensate for the weakness 
in European markets. In Feb- 


ruary, it predicted that the 
recession in Europe had bot- 
tomed out. 

The economic tumnround in 
Europe was reflected in coat- 
ings, where al) of Akzo Nobel's 
European business units 
posted higher resulis than a 
year ago. At the same time, 
coatings operations in North 
America continued their 
upward trend. Overall, the 
coatings sector saw operating 
profit rise to F1 92m in the first 
quarter of 1994 from a pro- 
forma Fl61m in the same 
period of 1993. 

Akzo Nobel, the world's larg- 
est salt producer, also bene- 
fited from bad winter weather 
in the US and Europe, which 


beosted demand for its road 
salt, Besides salt, all other 
business units in the chemicals 
sector put in improved perfor- 
mances, enabling operating 
profit in i to rise to 
Flig9m from Fl149m in 
1983. 


Operating prdfit for pharma- 
ceuticals rose by 19 per cent to 
F116im from F1135m_ 

In fibres, Akzo Nobel 
reported higher sales volumes. 
However, the gain was largely 
offset by lower average selling 
prices. Cost-cutting allowed it 
to post an operating profit of 
F128m in the sector — tradi- 
tionally its most difficult — 
compared with Fil4dm a year 
earlier. 





Strike-hit Heineken has to import beer 


By Ronakd van de Krol 
Heineken, the Dutch brewer, 
























By Nicholas Denton 
in Budapest 


Hersant,. France's largest 
Dewspaper publisher, is aban- 
doning its investment in the 
Hungarian national daily 
newspaper, Magyar Nemzet. 

Socpresse, part of the French 
group, is selling its 92 per cent 
Stake im Magyar Nemzet, Hun- 
gary’s fourth-largest national 
newspaper, to Hirlapkiado Val- 



























Samsung Securities Co., Ltd. 
Barclays de Zoete Wedd Limited 

Korea Development Securities Co., Ltd. 
Tong Yang Securities Co., Ltd. 

Paribas Capital Markets 


operates more than 90 brew- 
erles in 50 countries. 

Supplies of beer were due to 
start arriving last night from 
subsidiaries in European coun- 
tries which produce the 
group’s two flagship brands, 
Heineken and Amstel. 

Heineken declined to say 
which countries would supply 
the beer. Heineken and Amstel 
are brewed by several subsid- 
iaries from Ireland to Greece. 

In the UK, Whitbread brews 
Heineken under licence from 


lalat, the state-owned media 
holding company. 
The parties to the deal 
refused to disclose the pur- 
chase price but it is understood 
Hersant took a loss of FFr40m 
($6.9m) on its investment. 


thereto, These. 
this announcement appears as a matter of record only. 


the Dutch company. 

Heineken acknowledged the 
imports were “curious” for the 
company, which is the world's 
second biggest brewer but the 
Jargest exporter of beer. 

Heineken has a commanding 
50 per cent share of the Dutch 
beer market, which is poised 
for one of the biggest days of 
the year on Saturday when the 
country celebrates the queen’s 
birthday at street fairs and out- 
door carnivals. 

Exports to the US, where 


Hersant's 14 newspapers in 
Poland, including leading 
national daily Rzeczpospolita, 
have been ; 
but Diario 16, the Madrid daily, 
ties, as has Magyar Nemzet. 

Magyar Nemzet executives 
blame the publication’s losses 
on Hungary's overcrowded 
national newspaper market, in 
which 14 titles serve a popula- 
tion of 10m. 


ELECTRONICS 


Samsung Electronics Co., Ltd. 


(Incorporated in the Repubtic of Korea with limited liability) 


U.S. $100,000,000 


2,173,912 Rule 144A Global Depositary Shares 
Representing 1,086,956 Shares of Non-Voting Stock 


Heineken is the best-selling 
i beer, were not imme- 
diately threatened because the 
company has a week's supply 
in reserve at the Dutch port of 
Rotterdam. 


‘The strike, over pay and con- 
ditions, bas divided Dutch 
unions. Two unions have 
accepted a deal with the com- 
peny but the country’s largest 
union federation has rejected 
it, and its members have 
blocked the exits of the two 
breweries. 


Hersant sells stake in Hungarian newspaper 


the Hungarian partners. 
Analysts believe only one 
national ts clearly profitabh 






















Global Coordinator 


Goldman, Sachs & Co. 


1,456,522 Giobal Depositary Shares 
This portion of the offering has been soid outside the United States by the undersigned. 


Asian Offering 











Goldman Sachs (Asia) Limited 


Samsung Securities Co., Ltd. 

Daiwa Europe Limited 

Barclays de Zoete Wedd Limited 

Korea Development Securities Co., Ltd. 
S.G.Warburg Securities 







Ssangyong Investment & Securities Co., Ltd. 
Merrill Lynch {international Limited 

Carr Indosuez Asia Limited 

Deutsche Bank Capital Markets (Asia) Limited 
Yamaichi Intemational (Europe) Limited 





























European and Rest of the World Offering 
Goldman Sachs international 














Sunkyong Securities Limited 
Bayerische Landesbank Girozentrale 
Swiss Bank Corporation 





Ssangyong Securities Europe Limited 








UBS Limited 





717,390 Global Depositary Shares 


This portion of the offering has been soid in the United States by the undersigned 
private offerings that included sales pursuard to ule 144A under the Securities Act of 1933. 





U.S. Offering 


Goldman, Sachs & Co. 

Lehman Brothers 
Merrill Lynch & Co. 
Salomon Brothers Inc 
Ssangyong Securities America Inc. 


Tong Yang Securities (America), inc. 
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FINANCIAL 
HIGHLIGHTS 


ARAB BANKING CORPORATION 
(As of 31 December 1993} 


other Finan 
Total Capital Resources 


Shareholders’ Funds 
Pre-tax Profits 


eed ia 


Ne (ort) Rea call Mt 
ARAB BANKING CORPORATION (B.S.C.) 


H.0.: Arab Banking Corporation (BSC). The ABC Tower, Diplomatic Area, P.O. Box 5698, Manama, Bahrain 
Tel: (973) 532235, Tx: 9432 ABC BAH BN Fax{973) 533163/533062, C.R.No. 10299 


Worldwide Presence 
Amman, Bahrain, Bangkok, Barcelona, Cairo, Casablanca, Frankdurt, 
Grand Cayman, Hong Kong, Houston, London, Los Angeles, Madrid, Milan, Monte Carlo, New York, 
Paris, Rio Be Janeiro, Rome, Sao Paolo, Singapore, Tehran, Tokyo, Tripoli, Tunis, 


Reflecting a world of experience 





ASTRA 


NOTICE OF ANNUAL GENERAL MEETING 


The Annual General Meeting of AB Astra will be held at 6.00 p.m. on Tuesday 17th May 1994 at the 
Stockholm Intemational Fairs and Congress Centre, Alvsjé. 


NOTICE OF ATTENDANCE 
Shareholders recorded in the Swedish Securities Register (VPC AB) on Friday 6th May 1994 wil be eligible to 
Participate in the Annual General Meeting. Shareholders wishing to attend must notify the Company not later 
than 12.00 p.m. Swedish time on Friday 13th May 1994, by mail at the following ad Board of Directors, 
AB Astra, S-151 85 Sédertilje, Sweden, or by telephone int. +46-8-553 260 00. 
Shareholders whose shares are registered in nomince names must, if they wish to participate in the Meeting, be 
temporarily recorded in the shareholders’ register at VPC AB. Notice must be given to the nominee in ample 
time before 6ch May 1994. 
A sharcholder may attend and vote at the Mecting in person or by proxy. However, in accordance with Swedish 
Practice, the Company does not send forms of proxy to its shareholders. Sharcholders wishing to vore by proxy 
should submit their own forms of proxy to the Company. 



















AGENDA 


1. Matters which, in accordance with the articles of 
association, are to be dealt with at annual general 
meetings of che shareholders, including presentation 


“The Chairman of the Board of Directors or a 
person appointed by the Board of Directors shall 
convene the general meeting of the sharcholders and 
shall preside over the mecting until a chairman of 








Me the meeting has been elected.” 
of the annual report and auditor's report as well as eeting, - 7 
the consolidated financial statements and auditor's ~ the amendment of § 9 regarding the locations for 
report on the Group; resolutions regarding che the general mectings of shareholders by the addition 
adoption of the income starement and balance sheet of Gothenburg and Malmé and the deletion of 
as well as the consolidated income statement and Hassleholm and Umea; 






—the amendment of § 10 to read as follows: 
“Notice to shareholders of general meetings of the 
shareholders shall be given either by letter posted in 
the public postal service or by publication in a daily 
Stockholm newspaper, no earlier than four weeks 
and no later than two weeks prior to the meting.” 

~ the amendment of § 11 to read as follows: 
“In order to be elegible to participate in the 
proceedings of a general mecting of the shareholders, 
shareholders must be included in the share register at 
least ten days prior to the mecting and must register 
with the Company no later than the time and dare set 
forth in the notice of shareholders" meeting. The 
latter dare may not be a Sunday or other public 
holiday, Saturday, Midsummer’s Eve, Christmas Eve 
or New Year's Eve nor may such date be prior to the 


consolidated balance sheet; appropriations with 
tegards to the Company's profits or losses according, 
to the adopted balance sheet; discharge from liability 
of the members of the Board of Directors and the 
President; and election of the board members and 
auditors. 
2. The proposal by the Board of Directors that a 
resolution be adopted amending the articles of 
association which, in its significant portions, would 
result in the following: 
— the change of the Company name in § 1 to “Astra 
Akricbolag”; 
—the amendment of § 2 to read as follows: 
“The object of the Company shall be to engage in 
the manufacture vf, and trade in, products for health 






















care and medical care; to conduct financial activities; fifth day preceding the mecting,” 
to own and manage real and personal property, 
including stocks and shares in other computes DIVIDEND 
to conduct other activities which are compatible ‘The Board proposes Friday 20th May 1994 as the 
sith the above-mentioned business activities. The record date for entitlement to the dividend proposed 
Company shail, however, not engage in such in respect of 1993. Subject to approval of the Board's 
activities as are set forth in the Banking Business Act Proposal by the Meeting, dividends are to be 
or the Credit Market Companies Act.” mailed by VPC AB on Monday 30th May 1994. 

~ the deletion of § 6, paragraph 3, and of § 7 in i Sddertalie, Sweden, April 1994 
ae ee ante BOARD OF DIRECTORS 

~ the re-numbering of § $ of the present articles of A AB ASTRA ¢ 
association to § 7 and the amendment of said ‘The Board of Directors has received the following 
section to read as follows: proposal: Re-clection of Bo Marcus 






Berggren, 
Wallenberg, Claes Dahlback, Henry Danielsson, 
Harry Faulknes, Tony Hagstrém, Hikan Mogren and 
Tom Wachemeister, and the election of Lars 
Ramgvist, P.D., President and Chief Executive 
Officer, Telefonaktiebotager L M Ericsson. The 
proposal is supported by shareholders who, together, 
represent approximarely 25% of all of che 
outstanding vores in the Company. 


“Two auditors and two deputy auditors or one or 
two certified accounting firms shall be appointed at 
she annual general meeting of sharcholders co hold 
office until the close of the annual general meeting 
of sharehalders wnmediately following.” 

+ the amendment of § § to include the following 
Provision: 
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INTERNATIONAL CG 


By Patrick Harverson ... © 
in New York 


Walt Disney, the US enter- 
tainment group, yesterday 
reported a 16 per cent imerease 
in profits to a 
record $248.4m. Growth in 
income from animated ‘filbus 
and consumer products offset 
disappointing contributions 
from its Hveaction filuis and 


a 
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Income rises 16% at 








PepsiCo held to 9% growth _|Northera 


By Richard Tomkins 
in New York 


Poor results from PepsiCo's 
drinks and restaurants divi- 
sions led to a slowdown in 


Earnings per share, exclu- 
ding accounting changes, were 





partnership to inclade a co- 
ordinated approach to technol- 
ogy development. 

The companies plan to invest 
more than $500m over the next 
five years in the design and 


Sparc is Sun Microsystems’ 
reduced. instruction set 


computing (Risc) technology, ° 
recently 


which had until 

enabled the workstation 
company to produce workstat- 
ions that outperform those of 
rivals, including Hew! - 
ard, Digital Equipment and 
International Business 
Machines. 


Recently, however,. Sun's 


competitors have leap-frogged 


ial 
Hh 
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Freeport back in the black. 


Freeport-McMoRan, one of the 
world's biggest producers of 
copper, gold, sulphur and phos- 
phate fertiliser, moved back 
into the black in the first quar- 
ter. Net income, after gains 
and charges, was $12.37m, or 9 
cents a share, against a loss of 
$55.35m or 39 cents last time. 
The group was helped by 
higher sales volumes. a copper 
Price protection programme, 


Acompany 





higher gold prices, lower cash 
production costs and improved 
phosphate fertiliser volumes 


and prices. Revenues rose to - 


$449.6m from $300.8m. 
Freeport sold 155.7m 1b of 
copper and 201,300 troy ounces 


140,300 oonces. It expects to © 


produce 720m Ibs of copper sud 
800,000 ounces of gold in 1994 
as a whole. u 

__ Nearly all copper production 
is covered by a programme 


that ensures a minimum of 90 


‘This announcement appears as a matter of record only 


Esc. 16,340,403,000 


Espirito Santo Development Capital 
Investors Limited _. 


in the Republic of Portugal, sponsored by 


Banco ESSI, S.A. 


hu in ope tis 1 Telecom 
.'-$125.8m. Pizza suffered an 

ip per-cont decine, ut by | POStS SSSmi 

lower profits in the US. because : 

of price competition and lower) Northern Telecom, the 

sales, while, price lian telecomm ions 

and higher chicken costs cut | equipment supplier, expects to 
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progranmne. 
He said more than US$ibn in 
cash. from asset sales 


would improve Northern's 
financial flexibility, but added 
that there was still a lot of 
work to do. Recent interna- 
tlonal i 


Colombia and China, provided 


“a positive reinforcement for 


Northern’s long-term pros- 
pects. 


formed to make development capital investments 


| Merrill Lynch & Co. 





o 




















FINANCIAL TIMES WEDNESDAY APRIL 27 1994 


INTERNATIONAL COMPANIES AND FINANGE 


SE-Banken bounces back to profit 


By Christopher Brown-Humes 
in Stockholm 


A sharp drop in credit losses 
and big capital gains allowed 
Skandinaviska  Enskilda 
Banken, the ieading Swedish 
commercial bank, to return 
strongly to the black in the 
first quarter. It posted a 
SKr1.38bn ($175m) profit, com- 
pared with a SKro0sm loss in 
the corresponding 1993 period. 
The performance puts the 
seal on a recovery which has 
taken the bank from the brink 
of disaster in early 1993, when 
it was forced to seek govern- 
ment ait, to a position of con- 


siderable financial strength a 
year later. 

The group was able last 
August to withdraw its request 
for state assistance, largely 
because of lower interest rates, 
and recapitalise through a 
SKr5.3bn rights issue. 

The main influence on the 
first-quarter figures was a 46 
Per cent drop in credit losses to 
SKri55bn, 

However, the recovery was 
assisted by SKré50n: in capital 
gains from the sale of Banque 
Scandinave en Suisse and parts 
of FinansSkandic. 

Problem loans amounted to 
SkKri3.1bn at the end of March 


~ 4.7 per cent of total lending — 
compared with SEr24.7bn a 
year earlier. Even since the 
year-end, the problem Joan 
total has falien 22 per cent. 
Group income before credit 
losses was SKr2.93bn, up 22 per 
cent from a year ago. The dis- 
posals helped Uft overall 
income by 19 per cent to 
SkKri.e8bn from SKr4.09bn but 
expenses were 8 per cent 
higher due to {ncreased equip- 
ment and marketing outlays. 
Net interest income rose 
only 3 per cent to SKr2.22hn. 
The bank was helped by the 
reduced cost of financing prob- 
jem credits, but lower lending 


activity and tight margins Him- 
ited the benefit. 

The group said its capital 
adequacy ratio was 13.6 per 
cent at the end of the quarter, 
compared with 8.5 per cent at 
the end of March 1993. 

@ Svenska Handelsbanken is 


delsbanken Markets. 

It said the move had been 
prompted by increasing securi- 
tisation and the globalisation 
of securities and foreign 
exchange markets during the 
1990s, The unit will have 1,000 
employees in 11 countries. 





Pakistan primes flagship for sell-off 


PTC could be be worth $9bn, writes Farhan Bokhari in Islamabad 


he Pakistan government 
plans to appoint a group 
of consultants by the 
end of this month to put a 
value on Pakistan Telecomimu- 
nications Corporation (PTC) in 
the first phage of preparing the 
company for privatisation later 


year. 

The consultants’ report is 
expected to be followed by 
preparation of a schedule for 
the sale of 26 per cent of PTC's 
shares. The government wants 
to sell those shares to a “stra- 
tegic investor” ~ a consortium 
or individual company commit- 
ted to technical modernisation 
of phone services. Another 25 
per cent of the company will 
probably be sold through a 
public floatation. 

The PTC is widely regarded 
as the flagship among Pakis- 
tan’s government-owned com- 
panies which are being offered 
for privatisation. The company 
bas expanded rapidly over the 
past three years, investing up 
to $lbn to add phone lines to 


its network. As a result, the 
number of subscribers has 
almost doubled to 2.2m. 
Another 670,000 customers are 
expected to be connected 
within the next year. 

One sign that the backlog of 
potential subscribers has eased 
came recently when the com- 
pany for the first time adver- 
tised in Karachi - Pakistan's 
largest city and business capi- 
tal - offering to provide 
instant connections. 

The company's growth is 
reflected in profits and the 
value placed on its assets. Gov- 
ernment officials involved with 
promoting privatisation pro- 
gramme say the company 
could be worth almost $9bn. 
Last year, PTC earned net prof- 
its equivalent to just over 


$500m. 

In spite of PTC's lucrative 
business potential, its privati- 
sation has been dogged by con- 
froversy. The process was held 
up for more than two years, 
largely due to objections from 


the armed forces over fears 
that its takeover by the private 
sector would be a threat to 
on security. But last 

the government of Ms 
Benazir Bhutto, the prime min- 
ister, overcame those objec- 
tions after giving assurances 
that part of the money raised 
through the PTC's partial pri- 
vatisation would be used for 
setting up a smaller communi- 
cation network exclusively for 
use by the armed forces. 


n spite of the government's 

determination to go ahead, 

Many businessmen are 
concerned over the future of 
the plan. 

One, who has brokered three 
factory privatisations during 
the past three years, said: 
“This is a giant. It would be 
bard to find many investors - 
institutional or private - who 
could easily bring together the 
financial package to buy it out. 
I suspect it may take between 
two to four years before pri- 


vate owners are able to come 
in.” He is sceptical of a $9bn 
valuation. “If there has to be a 
substantial lowering of price, 
that could also cause a further 
delay,” he said. 

Last month, representatives 
of donor countries such as the 
UK, Germany and Japan, meet- 
ing with Pakistani government 
officials during the annual aid- 
to-Pakistan consortium meet- 
ing in Paris, urged Islamabad 
to press ahead with its plans to 
privatise telephone, gas and 
electricity companies. Some 
Pakistani and econo- 
mists acknowledged that such 
privatisations offered the only 
hope of repaying part of of the 
country's foreign debt of more 
than $28bn. 

More than two-thirds of the 
country’s annual budget of 
about Rs300bn ($10bn) is taken 
up by on debt servicing and 
defence, leaving scant 
resources for projects such as 
Toad construction, energy, 
healthcare and education. 





NEWS DIGEST 
Mt Leyshon 
rises to 
A$23.4m 























Mount Leyshon Gold Mines, 
part of Mr Robert Champion de 


-Crespigny's. Normandy. Posei- 
‘don. - 


group, - yesterday 


annmmeed an after-tax profit 
Of A$23.4m (US$16.7m) for the 
nine months to end-March, 
compared with A$15.2m a year 
ago. . . 
Mt Leyshon said production © 
Tose by 4 per cent, to 168,988 
ounces, while gold sales reve- 
nue reached A$103.1m, a 13 per 
cent Improvement. This was 
attributed to the increase in 


Payment of 
Dividend 


NOTICE I$ GIVEN ta 
shareholders that following a 
resolution passed at the Annual 
Gencral Meeting of share- 
holders held on 26 April, 1994 
a dividend for the year ended 
31 December, 1993 of DM 7 per 
share of DM 50 par value will 
be paid as from 27 April, 1994 
against delivery of Coupon 
No, 57 from shares of Di 50 
or Coupon No, 8 from London 
Deposit Certificates of DM 5. 


Dividend of 14 % will be 
subject to German Capital 
Yield Tax of 25 %. 

Coupons may be presented as 
from 27 April, 1994 to 

S. G, Warburg & Co. Ltd. 
Paying Agency 

2 Finsbury Avenue 

Londen EC2M 2PA 


from whom appropriate claim — 
forms can be obtained. 


‘The dividend will be paid at 
the rate of exchange ruling on 
the day of payment. 













as the Initial 





wo 26ch Ocrober, 
of 5.125 per cent. per 


ULS. $2,605.21 per U.S. $100,000 Nore. 
Payment Dare will be 26ch October, i994. 


Pa eeeey. London 


ANZBank 
Australia and New Zealand - 
Banking Group Limited — 


ttcorponned and tuted ably in the Sate of Victor, Auseraliz) 
U.S. $250,000,000 xceea 
Subordinated Floating Rate Notes 
U.S. $140,000, 000 is being issued 
otek Tranche and U.S. $70,000,000 
is being issued as the Second eer 
In Pe a 
Noles hereby S58 hr Nore wil « 


annum with an 


production and the achieved 
gold price of A$612 per ounce — 
which compared with an aver- 
age spot price of A$555. 

Mine operating costs were 
A$%65 per ounce for the third 
quarter, a 2 per cent reduction 
over the previous quarter. Mt 


‘ Leyshon said this figure should 


fall as benefits of lower mining 
and crushing costs emerged 
from the current Plant @ gor 
sion. Poseidon Gold, the 
arm of the Normandy Peat: 
don, has a 75.6 per cent inter- 
est in Mt Leyshon. 
Meanwhile, Gold Mines of 
Kalgoorlie, part of the Nor- 
mandy Poseidon group, 


corresponding period. 

This included a A$42m abnor- 

mal unrealised foreign 

gain, relating to the 

translation of Jong-term US 
dollar convertible bonds. 


Payments in respect of 
London Deposit Certificates 
will be made at the rate of 
exchange ruling on the day of 
receipt of dividend on the 
underlying shares deposited in 
Germany. 

United Kingdom Income Tax 
will be deducted at the rate of 
5% unless claims are accom~- 
panied by an affidavit. 


German Capital Yield Tax 
deducted in excess of 15 % 

is recoverable by United King- 
dom residents, and the 
Company’s United Kingdom 
Paying Agent will, upon 
request, provide holders with 
the appropriate forms for such 
recovery. 


Hoechst Aktiengesellschaft 
Frankfurt am Main, April 1994 


Hoechst 


Se 005 357 522 





ll, 1994 


The relevant Interest 


Agent Bank 














Simsmetal buys 
private UK group 


Simsmetal, the Australian 
scrap metal company, yester- 
day announced that it was 
expanding its UK operations 
with the acquisition of 
GF. eres an oe 
company in lon, but 
would th 


purchase price was given 
“for the UK deal, but Simsmetal 
said its UK trading operations 
would have an annual turn- 
CUSEeLSm) the majority. of 
¢ 2.3m), ity 
Dewy acquired operations 
new) opera! 

The UK deal came as Sims- 
metal announced a third-quar- 
ter profit of A$i1.8m: after tax, 
and a pre-tax surplus of 
A$18.1m. 









WANSALLIS - 
OSAKE - PANKKI 
Subordinated Float 
Rate Notes due July 19! 
Interest Rate = 4.50% pa. 
Interest Period April 26,1994 
duly 26, 1994 






Interest Amount due on 

ne 
10,000 USD 11375 

Up 2000 Usp 2asa7s 











Gersey) Limited 
U.S. $40,000,000 
Fipating Rate Guaranteed 
Notes due 1996 
For the Inceresx Period 26th 
April, 1994 to Zéth Ocrober, 
1994 the Notes will carry a 
Rate of {nrerest of 6.125% per 
annum, the Coupon Amount 
payable per U.S, $5,000 Note 
will be U.S. $155.68, and for 
the U.S. $100,000 Nore will 
be U.S. $3,113.54, payable on 

26th October, 1994. 
Listed xa ue Lurscenhaerg Stock Emchange, 





Sales in the three months to 
end-March were A$173m. This 
brings after-tax earnings for 
the first nine months to 
A$35.2m, or A$54.6m at the 
pre-tax level. 


Deutsche Bank wins 
banking licence 
Deutsche Bank has been 
granted a branch banking 
licence in Australia. The Ger- 
man company said this would 
give it more flexibility in 
expanding its wholesale and 
investment banking business 


interest, would continue to 
operate Deutsche Bank's 
investment banking operations 


Japan banks 
to report 
losses on 
securities 


By Emiko Terazono 


In Tokyo 

oka Bank, a Japanese 
bank, and Mitsui 

Trust Bank announced they 

will report evaluation losses on 

their securities portfolios as of 

March 31. 

Japanese companies and 
financial institutions have 
been reporting unrealised 
losses on their securities hold- 
ings over the past two weeks, 
due to the sluggish stock mar- 
ket and weak earnings. Under 
Tokyo stock exchange rules, 
companies must report unreal- 
ised securities valuation losses 
if they total 30 per cent or 
more of the previous year's 
pre-tax or after-tax profits. 

The losses will not affect ear- 
lier earnings forecasts, as they 
had been included into the pro 
jections. Tokai reported unreal- 
ised Josses on its securities 
portfolio of Y16.23bn ($149m), 
or 77.8 per cent of its after-tax 
profit for the previous year. 
Mitsui Trust said it would post 
an Y8.5bn evaluation loss on 
its securities holdings. 

Last week, a total of 14 com- 
mercial, long-term credit and 
trust banks reported losses, 
including Dai-Ichi Kangyo 
Bank with losses of Y25.6bn, 
Sumitomo Bank with Y24.8bn, 
and Sakura Bank with Y23.2bn. 

Nomura Securities, the larg- 
est broker, reported an evalua- 
tion loss of Y19.7bn, while 
Daiwa Securities announced 
'Y9.89bn loss on its securities 
portfolio, 


Citizen in US 
computer deal 


By Michiyo Nakamoto 
in Tokyo 


Citizen, the Japanese watch 
and information equipment 
maker, has agreed to manufac- 
ture mobile computers for Digi- 
tal Equipment, the US com- 
puter maker. 

Citizen said the deal covered 
notebook and sub-notebook 
computers but not personal 
digital assistants. The prodacts 
manufactured by Citizen would 
be marketed and sold exclu- 
sively by Digital and its 
authorised channels, 


the com- 
panies said. 

The Japanese company will 
bring to the partnership its 
expertise in miniaturisation 
and component technologies. 
Its tieup with Digital would 
provide it with opportunities to 
market the computer peripher- 
als that Citizen manufactures, 
the company said. 
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SPITEX arco 


$20,000,000 
Spirax-Sarco Engineering plc 


Guaranteed Senior Notes due 2006 


Privat placement of these secuvities with institutional investors 
Aas been arrenged through the undersigned. 


WERTHEIM SCHRODER & Co. 


Sreonpovated 


Avronger for issues of 
Dentechemurk Instruments 


MORGAN STANLEY GMBH 


BANCO SANTANDER DE NEGOCIOS 
LEHMAN BROTHERS 
HORGAN STANLEY & CO. 

al 
PARIBAS CAPITAL MARKETS 
SWISS BANK CORPORATION 


March 1995, 















Banco 
Santander 


Santander International Ltd. 


{incurporated with lumited liability iu the Cayman Ifans! 


gutrantved by 


Banco Santander, S.A. 


{incorporated with Louited trability ir Spain) 


U.S. $2,000,000,000 


Programme for the 
Issuance of Debt Instruments 


Armangers for the Progremane 
BANCO SANTANDER DE NEGOCIOS 
MORGAN STANLEY & CO. 
ate paloma 


Armunger for insnes of 
Freuch Frane bietruments 


BANQUE PARIBAS 


GOLDMAN SACHS INTERNATIONAL 
MERRILL LYNCH WINTERNATIONAL 
NOMURA INTERNATIONAL 

SALOMON BROTHERS INTERNATIONAL 
UBS LIMITED 
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BDELEWM 


‘ny terset Matecomemetestion Cesp, Lit. 


U.S. $200,000,000 
Term Loan 


Mannged by 


Bank Leoni Le-israel, B.M. Bayerische Vereinstrask AG ING Bank 


Banco di Napoli S.p.A. 


Co-managed by 


Banco Extertor (Suiza)SA Cates Geral de Depdsitos S.A. Parts Branch Bank in Liechtenstein AG 


Dentsche Girozentrate Bank Hapoalim (Switzertand) Limited BHF-BANK 


—Dentsche Kemmunaihank — 


Dentsch-Schwelzeriache Bank AG ‘De Natlouale investeringshank N.V. DG BANK 


Deutsche Genassenschafisbank 
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INTERNATIONAL CAPITAL MARKETS — 
Treasuries rise in spite of signs of consumer confidence Tift 


By Frank MoGurty in New York today as the country observes once more this year, probably $libn in five-year securities ig release of inflation figures 1 r 
and Sara Webb In London a national day of mourning for ner ey ee scheduled. from the west German state of ) expecting close. ms economist |. 








former President Richard policy-making arm, the Hesse, whete consumer prices burg Securities, 
US Treasury bonds were Nixon, who died at the week- Open Market Committee. With m German government bonds rose 0.8 per cent in the month she 
slightly higher yesterday in end. the Fed apparently moving to ended a volatile day more than to mid-April, and by 32 per ‘of a bese 
spite of news of a surge in con- Over the past week, fixed- the sidelines, bonds, especially half a point higher, regaining cent against a year earlier. pusiness 
sumer confidence this month, rate investors have become at the long end of yield curve, some of the ground lost on Bond analysts said the ’ eae gees ase “a Be us that |° 
By 1pm, the benchmark 30- increasingly confident that eco- have become more resilient to Monday. This was in spite of monthly rise was disappoint- ; : } : : rong date not 
year government bond was % nomic growth in the first three unfavourable news. "another poor money supply ing. a3 e i : . ‘The - 
ahead at at 89,4, with the yield months of the year was more Yesterday was a good exam- figure. : Yesterfiay. morning, Ger- j # ee ‘it Tat 
GOVERNM just @ month ago. lustry trade group, provided main talking forecast ; i on, Ke i vice. 
BONDS As a result, bond prices have April consumer confidence point in the bund market Bundesbank would continue to ~ : ‘ cr er in the. year and 
improved markedly with the index jumped to 91.7, from 86.7 yesterday morning. March MS ease short-term interest rates q See. aie Taree lone gilt futures 
of Thorsday’s prelim. the previous month Although money supply expanded at a atid predicted that pan-German oo é a 98 and 
slipping to 7.139 per cent. At inary estimates of first-quarter analysis were expecting only a -adjusted annualised gross domestic would a Soe a 
the short end, the two-year gross national product. Esti- slight increase, the long bond rate of 15.2 vise by L5 per cent in 1994 The 106.21; 
note was up & at 99%, to yield mates centre on a 3 per cent slipped, rather than ph down. from 17.5 per cent for forecast the institutes’ expect 


registered solid gains, as the per cent in the final 1993 


quarter. 
through the market the previ: The expectation of slower an influx of fresh supply, with bank’s 46 per cent target cor: §= government’ 
ous afternoon carried over into growth has reinforced convic- a Treasury auction of $17bn : 
yesterday's opening. tion among traders that the new two-year notes cet 

Trading in the cash and Federal Reserve will lift later in the afternoon. 
future markets is suspended short-term interest rates only On Thursday, the sale 


Issue planned | Belgium makes historic  —_____‘t=w waren sow eaves 
ry Slovak " Compon hice satutiy. Fone” Sepwed © Book Yammer 


junged, 
6.556 per cent. Rarlier, bonds increase, compared with 7 and then regained its poise February. However, perversely, previous forecast for 1994, 
facing 
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central bank |return with FFrS5bn deal Hee = = ees = “eee |e 
return to the international Conner Middelmann motivated by a desire for cur- ern Electricity, the UK’s larg. Eastern Gecteint! Re ee Oe Oe mann - 
Hal markets this year with a By rency diversification. “We have est I icity or, Abbey Net. Treasury Services 1 a7s 88337R May2004 O45R f06 Bae) Cineey 53 
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bond issue to replenish cur-| The Eurobond market too much D-Mark and Swiss 

rency reserves and supplement } awakened from its recent tor- francs in our portfolio, and will £350m of 8% per cent 10-year GNaoan DOLLARS > : Se ae > Fase ee 
help from the International | por and saw several large keep issuing in the French bonds. Yielding 55 basis poimts Ferd Credit Cunadajey 100 L125) PRAZGR | “May.1999 - O.S%5R_ +50 (SH%-09} SootieMoleod - 
Monetary Fund and World | issues, including Belgtum’s franc market,” he said. over the benchmark gilt at the iTanaN URE 7 ar "A " 
Bank, Reuter reports from | first in the French franc sector Meanwhile, Belgium’s long- 99.596 re-offer, the issue was Hypobanigc) 150bn 2825) 10045 = Mey2004 = 2.00 ~ : Bancs Comerciale Hallane “. 
Vienna, awaited DMlbn issue has been widely deemed to be well- AUSTRALIAN DOLLARS WMA etn oa wide roe 
Central: bank official Ms | INTERNATIONAL postponed, said Mr Basecq. priced. It slipped to around Deutsche Bank Australia 150 709 100378 Ami@er 1.50 . 

Elena Kohutikova said the BONDS “When the market is better 99.10 bid due to weakness in swiss FRANCS : 

bank planned a follow-up to and investors are ready to buy, the gilt market, but the spread  Sddwestdeutsche Landesbenk 100 S00 10200 kn 2004- 

est your's Satan private place: a a we wall come tthe: Dare held eisai. Final tgs a non-camable itees Stetecl The yiaid sored Qover relevant Goverment bond ot launch pores 
ment ead-manage y | Since the second world war. sector,” While Managers BZW coupon. re-ofter shown re-otfer 

Nomura. was also a five-year  Belgium’s honds were priced and CS First Boston reported Suse s* Sy Smo at the higher of par or gis Set. Event rek language Gaile on 

Combined borrowing by the | Euroyen issue for Sweden and to yleld 20 basis points overthe healthy demand, others said 

Slovak state and the central | two sterling deais. corresponding OAT at their the issue had been slow to them off our books at 12% per Salomon Brothers and S.G. 

bank rose to $1.96%bn at the Belgium issued FFrsbn of 6% 99.55 re-offer price, which sume place. “There currently isn't cent and refinance tham atthis Warburg. Its .8$-basis-point 
end of 1993, from $1.625bn at | per cent eight-year bonds, via dealers felt was a bit tight. enough depth in the market for attractive interest rate,” he over gilts at re-offer 

the start of the year. jomt leads CCF and JP. Mor- However, the that kind of size," said one said. The remainder-of the attracted healthy demand, 

This represented a national | gan. The issue was “the firstaf solid id, mainly from dealer. funds would be used to assist UK investors. It 

debt of $683 a head, up from | a long series of issuance in the institutional investors. Part of the proceeds was the growth of the group, he also switches out of 
$562 at the af , and used to refinance said. Lloyds Bank's recently-issued 
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Stronger UK and US 
markets help Tarmac 


By Andrew Taylor, 
Construction Correspondent 


Tarmac yesterday became the 
latest UK construction and 


announce a sharp recovery in 
probability. in 2985 03, it took 
advantage proving 
kets in the UK and US, 


executive, said group profits 
were expected to improve fur- 
mat wok sdvenlage of Fina 
mac of rising 
house sales and prices and bel- 


material 

PHloes of UR Dallas eet 
als rose by 5 to 10 per cent 
during the year and by similar 
amounts in the US where the 
construction recovery was 
even more advanced and wide- 
spread than in the DIK. 

‘Turnover of continuing busi- 
nesses fell from £2.44bn to 
£2.37bn. Losses per share were 
Were 11.3p (38.4p). Pre-excep- 
tional earnings per share were 
Bp (04p losses). T ‘The group is 
paying a maintained dividend 
of §.5p with a proposed same- 
again 2.5p final. 

Interest payments fell from 
£58.8m to £39.4m as the group 
oe 
market 


preferred stock, 
S57hm to" Sign: helped by nat 
autumn’s £214.9m rights issue. 
Gearing fell from 63 per cent to 
18 per cent. 

The company, which planned 
to increase spending on hous- 
ing land with a provisional 
target of building 8500 homes 
@ year by 1996, sald gearing 
was not expected to rise 
above 40 per cent. 


Mr Simms said that the 
group would not chase hause 
sales at the expense of profit. It 
would reduce sales if the hous- 


The housing division pro- 
duced the biggest improvement 
last year with operating profits 
rising by 43 per cent to 
£55.2m. (£38.6m) in spite of a 
reduced turnover of £606m 
(2651m). 

‘There was also a turnround 
in the building materials divi- 
sion which made a £3.2m profit 
(£2.9m loss), and in the US, 
which moved from a £1.4m loss 
to a £3.5m profit. 

Construction, in spite of a 
difficult UK market, main- 
tained profits at £21.Im 
(£22,7m) on slightly lower turn- 
over of £945.5m (£978m). 

Quarry products was the odd 
poor performer with profits 
falling by 24 per cent to £20.3m, 
(£26,6m) because of reduced 
sales of coated stone in the UK 
and difficult conditions in 
France. 


See Lex 





John Wood edges ahead to £19.1m 


John Wood Group, the privat- 
ely owned Aberdeen-based 
which claims to be 


Pre-tax profits were up 3 per 
cent at £19.1m (£18.5m), having 
jumped 10 per cent in 1992. 
Turnover was ahead 19 per 
cent at £242m (£203.6m), 

is 


‘The company reorganised 
North Sea oil and gas services 
operation in order to cut costs 
in the face of ever-weakening 
oil prices, Sir Ian Wood, chair- 
man and managing director, 


PT rowel eras) 


Cones - Total Total 
Date of ponding for fast 
payment dividend year year 
June 21 16 - 35 
~ wil na 0.825 
Aug 260 (2.125 - 5875 
July 1 0.5 1 Os 
July 6 5.55 875 a4 
June 3 na On nil 
dune 7 2.625 8075 «7.875 
ne 20 OSs 15 375 
duly 1 2 45 3.3893 
June 21 1t - 2th 
dune 16 1.55 - 33 
duly 1 25 368 35 
July 1 217 «325 «8.25 
duly 18 26 §5 55 
June 9 1.98 3.75. 3.45 
duly 1250 21.885 
Share net. tOn increased “Equivalent 
ther ewig tr en tne. §USM stock. Shor td monthe, fifo 16 month 


‘with going through 
all of these to — 


geta 


decision, 


Ag Bunk of Wales wy ase Yolally commined to business 


banking. We provide each unt! every one OF otur customees with 
personal Relationship Manager who bes wicke Csmamewitl expat 


ence across every part of tins 


corporate sector.” 


Our short lines of communication emure that afl business 


decisions are made prompily. 





focal rate. Or write 1 hha, 





said. It carried out sizeable 
contracts for Shell Expro and 
is involved in its Brent field 


programme, 
In overseas oil and gas mar- 
Wood concentrated 


addition to its operations in 
the US and the Middle Fast. It 
acquired JP Kenny, the oil ser- 
views group, which brought it 

an important presence in sev- 
eral oil producing countries, 
including Norway and Malay- 


ee Yan said low oil prices 
would inevitably result in an 
overall reduction im North Sea 
activity, but the company's 


Protests 


fly as new 
BAe chief 
appointed 


By Paul Betts, 


appointment of an American 
as their new chairman at the 
company’s annual meeting. 
Although the company 
secured an overwhelming 
majority of proxy votes in 
favour of the appoinhmnent of 
Mr Bob Bauman, the former 
chief executive of SmithKline 
Beecham, the pharmaceutical 
group, a special resolution to 
enable a non-UK citizen to 


directors continue to require 


‘With thix phitosophy we sim 10 build a personal and long term. 


relationship with our clients, ensuring that our services are provided! 
in a simple, straightforward manner. And, all of this b backed up 


‘with the securky of being part 
of the highly respected Bank 
of Scotland Group. 


The business people 


‘Wilson, Senior Manager. Derdopmenr Unk, by Ietephoning (0$44) 6.36746 during normal banking houra. Calls 
To Badd ean more ahend ee tae ha mci ra ae Wa Kar Canad! CHL TYE A monber of Bank: ul tuodand Group. 
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Wheel of history goes full circle 


Tony Jackson and Richard Tomkins on BAT’s $1bn US acquisition 


AT’s Sibn (£600m) pur- 
chase of American 
Tobacco, announced 

, brings the wheel of 


Buck Duke, the brilliant and 
aggressive founder of Ameri- 
can Tobacco, attacked the UK 
tobacco market. British compa- 
nies formed an alliance - Impe- 
ria) Tobacco - to head him off 

In 1902 the two companies 
struck a truce: each would 
leave the other’s home market 
alone, while their overseas 
operations were merged in a 
new joint venture ~- British 
American Tobacco. 


By trapping both parents at 
home, the deal ensured their 
Progeny would ultimately out- 
grow them. For American 
Tobacco, the game was up in 
1911, when the US Supreme 
Court forced the sale of its 
BAT holding on monopoly 


Then, in 1927, BAT entered 
the US market by buying 
Brown & Williamson, now 
America’s third biggest domes- 
the tobacco company after 


Brands, is number five. 


ing curbs on smoking, and the 
market has been ferociously 
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dry eo cons ft gn WG an ce J 
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competitive ever since Philip 
Mors slashed the price of itt 
Marlboro brand a year ago. 
According to US baokers 
Sanford 


1992, its pre-tax profits last 
year were just $169m. 

in addition BAT, like Philip 
Morris, RJR Nabisco and 
American Brands itself, has 
been using its cash flow to 
diversify. in BAT’s case, the 


up. BAT is accordingly 
up joint ventures in such 
places as Uzbekistan the 


growth market. But it is cash- 
generative, and thus comple- 
ments the new joint ventures, 
which are long-term and 


In “addition, he says, until a 
couple of years ago a US 
tobacco deal would have been 
on anti-trust 


case in which BAT was 
involved two years ago, the 
judge ruled that the US 
tobacco market, while oligopo- 
listic, was highly competitive. 
Second, the chaos caused by 
the Mariboro price war last 
year shows competition work- 
ing in practice. 


can Brands’ share price 
jumped by $2 to $33% yester- 

day, in spite of poor earnings 
figures reported for its first 
quarter. Clearly, one advan- 
tage American Brands expects 
from the deal - besides a 
handy $1bn of cash — is relief 
from the downward pressure 
om its share price resulting 
from the political storm over 


Not that the deal takes it ont 
of tobacco. Of its tobacco reve- 
nues of $7.4bn last year ~ more 
than half the group total - four 
fifths came not from American 
Tobacco but Gallaher, the 
international operation which 
is Britain's and Ireland's big- 


Its large distilled spirits divi- 


ANZ Grindlays 
can protect your wealth 
in all weathers 


With today’s lower interest rates ANZ Grindlays Private Bank in 
Jersey now recommends that clients move a proportion of their 
wealth out of cash into investments to enhance the longer term 
return on their capital. 
Thar's why the Bank offers a Unit Trust Portfolio 

* Service. With a minimum investment of £20,000 it 
, provides a very efficient way to spread risk and create 
a portfolio covering world stockmarkets tailored to 
individual needs, © 


sion takes in Jim Beam, the 
world's Se bour- 
bon, and Whyte & Mackay, 


third largest Scotch whisky 
producer with its acquisition of 
Invergordon Distillers last 
year. 

It also owns Franklin Life 
Insurance, MasterBrand locks 
and hardware, ACCO World 
office supplies and Dollond & 
Aitchison, Europe's biggest 
optician. 

For a long time now, Ameri- 
can Tobacco has long tcoked a 
weak player in the US. With its 


Te 
now less than 7 per cent, and 


er’s interest". Mr Broughton 
says - no doubt with one eye 
to the anti-trust authorities. “Tt 


terday | as well as American 


the ‘undoing of history, it 
seems, has its own rewards. 


As ANZ Grindlays in Jersey manages no Unit 
Trusts of its own, our advice is totally impartial 
and independent. Our Investment Managers, 
in line with the Bank's investment strategy, 
select unit trusts from over 2000 available 


based on their long term performance record. 
This strategy reflects the Private Bank's 
traditional values of preserving wealth for its 
_ Clients in all market conditions. 
To find out more please complete the coupon and 
~~ send it to Duncan Hickman, ANZ Grindlays Bank 
(Jersey) Limited, PO. Box 377, St. Helier, Jersey, Channel 
Islands or call 44-534 74248. Fax: 44-534 77695. Copies of 
the most recent audited accounts are available on request. 
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REPUBLIC NEW YORK CORPORATION 
SAFRA REPUBLIC HOLDINGS S.A. 


Consolidated Statements of Condition 
Results 


and Summaries of 


These statements and summaries represent the consolidated accounts of Republic New York Corporation and its 
wholly owned subsidiaries and of Safra Republic Holdings S.A. and its wholly owned subsidiaries. Republic 
New York Corporation owns 48.8% of Safa Republic Holdings S.A., which is accounced for by the equity method. - 


14,585,7 
2,954,056 
2,159,596 

10,051,994 

(313,416) 
9,738,578 
4,795,335 


Trading account securiries 
ae sgeem 


$41,862,616 $34,769,399 
SSS 


$22 eno $20, a 976 
114,558 


2,484.17 

derseor 
4,010,969 
2,628,242 
2,205,674 


Cumularive preferred stock. 
Common stock and surplus, net net of treasury shares .... 
Retained earings. 
Net unrealized ‘ees on securities available for sale, 
TURE OF CAGES aonassseennncnnsseresunnecenernenseane 


Total shareholders’ equity ~...ssn-s:ose: 

Teal Bain ee Aeon eens 

a bai . 18 
les BT CUSTODY -asscsensecnseestbenesecenes 


ae income, for the three months ended............ $ 
Net income pet common share (primary 
Average common shares outstanding Leyte 


(21,764) 


~ 2,514,556 


52,557 


Risk-Based Capital Ratios 
As of March 31, 1994, Republic New York Corporation’ 


556,425 
711,288 
1,046,162 


2,313,875 
$41,860,616 $34,169.39 | $.11,864218 $10360502 


37.32 $ 33.67 | $ 67.17 $ 63.37 


79,779 $ 8,745 
) sameeren | § 138 $ 1.18 244 § 
52,196 17,738 17,203 





ane 1 $ 60,864 
setae” 3501899 


5,557,635 
43,617 


6,285,640 
gaa 


1,251 398 
(110,901) aes 306) i 


‘1 140,497 1,116,726 
329,003 "280,081 


$ 11,864,218 $10,360,502 
$ 7,667,212 $ 6,819,860 
2,015,178 1,705,094 
240, 231,215 


750,000 


904,302 

343,608 . 

- (56,279) - 
1,191,631 "1,156,733 


901,870 
254,863 


$ 5,779,502 $ 3,697,565 
43,747 $ = 27,205 
At 1.54 


's risk-based core capital ratio was ae nsciramost iri and 


teal qualtving copia ratio wat 77.80% (estimated) The ros include che e assets, risk- 


the requirements of the Federal Reserv 


ied to Republic New Wart Caton oly 


e Board speci 
consolidated basis and capital ‘of Satta Republic Holdings aR Total consolidated assets are 
billion. bordinared 


and total consolidated capital, including minority interest and sui 


approxii US$ 52 
debe, exceeded US$ 5. billion. : 





Streer 
New York, New York 10018 


Ors Arg een 7 isn, Monreal Ni Yet, fae 
lexico City, jassau, New 
ro, Santiago, Beirut, Beijing, Floag Kong, } 


Locations 
oeey hae Manve fore Cato Parts, Zurich, 


Hil, Capo lends, 


Aires, Caracas, 
Jakarta, Singapore, Syiney, Tipe, Tokyo 


STRONG INCREASE IN EARNINGS FOR 1993 


‘The BECE Board of Directora, chaired. 
to approve the 1993 consolidated financial 


ba 1 


by ecb Prer. met April 6, 1994 
Stabements 


+ 


Gross operating income 745 B40 +13 % 
Net Income, excluding minority interests 137 202 +47 % 


Total oe 6,600 7,300 411% 


A sharp Increase in activity, particatarty 
on the International side and In the 
financial markets 

Consolidated net bankiag iacome for 1993 
smounted to FRE 2,256 million. This 5 percent 
improvement over 1992 was doe to an 11 percent 
increase in commercial banking activilies, while A sharp locrease in operating Income 
institutional activites on behalf of the Preach State and uot fucome 

Continued to decline gradually, representing only Operating income increased 51 percent to 
(2 percent of net banking income for 1995, rearh FRE 504 million. This strong rise enabled the 
Substantial commercial banking growth resuked from = bank to make a forther major FRF 230 million 
Strong development in financial market and allocation to the general banking risks fand, 
international activities. Commercial banking In France strengthening core equity. Net non-recurring 
meanwhile managed to register a slight advance, _tramsactlons inctaded 2 supplemental allocation of 
despite the unfavorable economic environment. FRF 60 million to provide complete coverage of 
Imnown retirement benefit commitments. 
Consolidated net income, excluding minority 
interests, rose to FRF 202 million, a sharp 
47 percent advance over 1992. 


stable, eaabling gross operating income to 
increase by 13 percest to FRF 840 million. 
Prudent disk mansgement and the high-quality BECE 
client base led to a reduction in provisions from 
ERF 41! milion in 1992 to FRF 336 million in 1993. 


Gruss operating inceme up sharply 
For the fourth year in a row, operatiag 
and 


is hereby given: 
Interest Period: 
interest Rate: 


Payment Date: 
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Land and premises with added value. 










Forex or Futures prices from £49 per month 
For 30 S€CONG updates on yourWindows PC Screen or 
Pocket Financial Monitor call 0494 444415 
QuoteLink from SPRINTEL 






Learn Technical Analysis 


on your PC, in the of sour pon feowna with the 
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only £25.00.» varccze sn 

Toantag: Send deeale of disk om, sn ngbaae a a pene oe te be 
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BRITANNIA 
BUILDING SOCIETY 


“Renewed strongtheniag of the Bank’s 


financial base and enhanced 
profitability 

‘Thanks to the increase in the general banking risks 
fund , Income transferred to reserves, and. various 
redeemable subordinated note issues, total cagitel 
increased by wore thar FRF 700 million, 
FRF 500 million of which represented core equity, 
and now stands at FRE 7.3 billie. 

‘The Bank's solvency (Cooke) ratio reached 9.2 
percent at year-ead, including 5.4 percent for core 
equity. 


1994 is expected to show continued earniags 
{amprovement and greater profitability. 


Central Hispano Financial Services Limited 
U.S, $ 100,000,000 

Primary Capital Guaranteed Floating Rate Notes due 2006 

with a substitution guerentee on a subordinated basis of 

Banco Central Hispanoamericano, S.A. 

In accordance with the provisions of the Notes the following notice 


sowie 1994 to October 27, 1994 (183 days} 


Coupon Amount USS 281,48 per U.S.$ 10,000 Note 
1994 


October 27, 


Frankfurt/Main, April 1994 
COMMERZBANK sie, 





WOOLWICH 
BUILDING ING SOCIETY 


£150,000,000 
Frosty! Rate Notes 
Due 1995 


In accordance with the terms znd 
conditions af the Nores, aotice is 
hereby given that for the three 
incading} 288 Seeks ae 
inclacting) 26h 1994 w (inn 
excluding) 26th July 1994 the 
Notes will carry @ rate of interest 
of 5.35 per cent. per angum, The 
relevant interest paymcat date will 
be 2ih Joly 1954. The 

amount pet £5,000 will be £66.69 
and per £100,0U wall be £1,333.84 
payable of 











By James Biocon, 
Scottish Correspondent 


Edinburgh Investment Trust - 
1; Y net assets per 


Turnover of continuing 
activities rose from £28.7m to 
£30.9m - the group's other 
interests take in safety and 
protection and residential 


Air London lower 
with £300,000 
London International, the 


interim 
at 1.6p, payable from lower 
earnings of 2.2p (3.2p) per 
share. 


Barlows losses 
cut to £523,000 


Barlaws, the property, invest. 


and development group, 

cu pret losses to £523,000 in 
1993. This compared with a 
restated £2.54m last time, 


investment properties. 
Ternover amounted to 
£1.57m (£1.86m). Losses per 
share were 1.94p (10.65p) and 

no dividend is declared - 
year’s interim was 0.825p but 
no final was paid. The com- 
pany said it expected to return 
to profit this year and resume 
dividend payments. 

Net assets at the end of 1993 
were unchanged at 69.8p. 


property adviser, suffered 
pre-tax losses of £430,000 
for the year ended January 31, 
compared with profits of 
£L.36m. 

However, incladed in the fig- 
ures this time were pre-tax 
profits of £780,000 from con- 
tinuing businesses, on turn- 
over of £15.9m. This was within 


i Edinburgh racers 7 
Trust exceeds targets 


=o Wee a 
24% to £6. 86m 


By David Wighton 
Huntleleh_ Technalogy fhe 
mani 
turer whose share price has 
risen 10-foli in the last three 
increased- 


F 


Geared Income Investment 
Trust raised net asset value 
per share from 77.93p to 105.37p 
over the 12 months ended 
March 31 1994. 

Net revenue ‘for the period 
climbed from £1.87m to £1.99m, 
eis tax 53.000 C2087, 000). 


Earnings per share emerged at 

8.92p (8.48p) aiate ae 
interim dividend, in lieu of a 
final, makes an 8.075p (7.875p) 


EFG in black and 
looking for growth 


EFG, the garden centre and 
horticultural products group, 
returned dividend list 


Tia recult, was belped by 


‘lower exceptional 


charges of 
£449,000 (£4.92m), relating to 
provisions for discontinued 
activities. ing profits on 
continuing activities were 
2589, losses). 


Turnover’ was 
(£20.4m) including £4.68m 
(87. ii). from ae 


were 0p (losses 710) 


Simon Engineering 
makes farther sale 
Simon Engineering yesterday 
announced a farther move in 


its restructuring with the sale 
of Simon-Macawber to Clyde 
Blowers for between £4m and 


£4.45m, depending on net 
assets at completion. A further 
£350,000 may also be payable. 
Clyde is raising a net £5.2m 
by a Sfor-tl rights issue of 
2,49m shares at 237p. Its shares 
fell 15p bo 290p. 

eee oy tenn cama 
pressure Varun convey- 
ing systems. In 1993 trading 
profits were £350,000 on turn- 
over of £11.9m. Net assets at 
the year-end were £1.9m. 
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Jupiter European Investment. Despite’ =i 
Trust had a net asset ‘value per . “nls tat we have evr expert : 
ordinary share of 109.4p at Feb-. the USM-quoted group: . 
Tuary 28, against 76.33p a-year cretamed to the black with pre-:." 
earlier. The value per zero divi-~ Slane ee 
dend preference share’ rose £271,759) for 1953. | 
from 26.91p to 32.28p. 

Available revenue for the six "ever, that’ the- recovery. ‘Was 
months to end-February was . partly attributable to. 
EIb4.177, against £60,590 for the . tion of stock in dollar. 
10 months to February.28 1998, Turnover 
equivalent to earnings of 0.83p (£1.57m)." Es 
(O38s) Kee Share. were 

An interim dividend of 6.7p._ 

Cp for 10 months) is declared.“ 


iy 





"Securities Trust sgt ‘ 
Sherwood Computer  Sset value rises 
denies possible offer: 


alare price oe 998 niger a i revenue 
uncement its 1 at £10. 
results last week, 29. 78m eee 
The directors said that, con- Fe en et a ee 
trary to certain recent ‘press ~ final dividend is unchanged at 
speculation, they were not. 2.17p for-a same-again: 8295p 
engaged in any discussions total. - 





tax losses of £1.67m, .after 
exceptioval charges of £1.36m, _ 
erg om 
down 5p at 110p. re 


S Lyles 
ahead to » £113,000 


manu- The corporate ‘clothiria: 
facturer, ofa aheat to performed well ‘and iifted | 

, in 
L Fear: its from £38,000: 
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COMPANY NEWS: UK 





PosTel £39m portfolio |A more effective way to fight the retail war 


A restructured Sears has seen its profits grow. Neil Buckley reports on its recovery 


By Simon Davies 


PosTel, the UK's largest 
pension fund, is to sell £39m of 
to 


TR is buying a portfolio of 10 
properties with a rental income 
of £3.14m. The deal will be sat- 
isfled through the issue to Pos- 
Tel of 39m conversion shares, 
which will be converted into 
ordinaries by November 15. 

In addition, TR is raising 
£60m from the placement of 
6lm C shares, 2im of which are 


The placing and offer will 
raise £100m before expenses, 
compared with the fund's 
market capitalisation of some 
£112m. 


‘The properties were held by 


Office and British Telecom 
pension funds. 

The company has been grad- 
ually selling this £ibn property 
portfolio. It sold £143m of prop- 
erties to Hammerson last 
month and other properties are 
up for sale. 

Mr Alastair Ross Goobey, 
chief executive of PosTel 
Investment Management, said 
that “it is a question of greater 
flexibility, for as and when we 
want to become net sellers of 

Mr Ross Goobey will join the 

join 
TR board. : 

TR has existed in its current 
form since 1982 and has 
focused on investments pri- 
marily in smaller listed and 
unlisted property companies. 

One of its early forays into 
unlisted investment was its 
stake in the consortium that 
won the contract to develop 
County Hail. 


~ Sale to TR Property 


The consorttum went into 
recelvership with losses of 
about £50m after facing prob- 
lems with planning permission 
from Lambeth Council. 

‘TR lost £10m and has since 
shied away from passive stakes 
in large property schemes. 

Mr Peter Duffy, director and 
manager of TR, said the latest 
deal “gives us the capacity to 
imcrease our property content 
at a time when we think direct 
property is more attractive 
than property shares”. 

He said TR might swap 
properties for property shares 
im another company at a later 


stage. 

It will have 31 per cent of its 
gross assets invested in proper- 
fies; some 48 per cent of the 
latest portfolio is industrial, 42 
per cent office, and 12 per cent 
retail. 

Also proposed is a 1-for-5 
scrip issue of warrants, which 
will apply to the new owners of 
C shares. 





Britannia Marine 
to float in June 


Jauneh when it comes to tha 
market in June through a piac- 


1987 as the vehicle for a man- 
agement buy-out of the safety 
standby fleet of Boston Deep 
Sea Fishers for the North Brit- 
ish Maritime Group. Mr Lister 


. led the buy-out, which was 
backed by BES investors 


through funds managed by 
Castleforth Fund Managers 
and Johnson Fry. In 1989 it 
bought Suffolk Marine for 
£9.3m. 

Britannia last year increased 
pre-tax profits to £25m, com- 
pared with £1.4m,‘on turnover 
ahead £im to £18.8m. 

. The group said no new 
money would be raised 


‘through the issue of new 


shares at the time of the listing 
since the company would have 
net cash and was cash-genera- 


tive, 

Peel ‘Hunt has been 
to the issue, with Smith & Wil- 
Hamson acting as financial 
advise! -. oe ~~. 





PETROFINA S.A. 
Office : 52 rue de indwstrie ~ B-1040 Brussels 
TVA, No. 403,079 441 - B.C, Brussels No, 227.957 


‘Sharchokders aro frvited to attend the 


which will 


ANNUAL GENERAL MEETING 
‘Brmmels, af 52 roe de Mindussia, on Moaday MAY 16, 1994, nt 3pm. (Brussels time), 
failowing agenda, : 


of the Board of Direcsocs oo the Ssancial year 1993. Andinoes! eport oa the 


Right Bonoratie i 
defimitely Mr Gérard Mestralles, previously co-opted. Any other bestiness. 

‘The mectiog room will be sccemible frona 2.15 p.m. oawards. 

Befoce the mectiag at 2.45 p.m. a short film about Perrofina aad affiliated companies’ 


activities ia 1993 will be shown, 


‘Tho bearer shares may be deposited suit und inctoded Wednesdey 11, 2994 at: ° 


SAMMI STEEL CO., LTD. 
(cee ee ts pat hbti 
Notice to the Warratitholders of ihe outstending 


10S$50,000,000 
LXper cent. Bonds due 1994 with Warrants 
to subscribe for Non-voting Shares of Sammi Steel Co., Ltd. 


EN to the Warrantholders that on 28th 
NOTICE IS HEREBY GIVEN to the Warvas of Bonds 3 


Bilfioa) convertible 


has 
into Common SI 


hares of the Company. The issue 


dave was 8th April, 1994 and the initial convetsion price was set st 


W7,400. 
‘The 


Share ivable (W7,400) the 
fecei by. 


consideration Common 
Company from the ue is tas than the current marker pice 


in accordance with the 


of the Instrument constiawing the 


ion of the said Instrument, the 


Warrants) at 28th March, 1994, which wes W8,236. 
Accordingly. 


} in accordance 


existit ja 


April 27th, 1994. 


: TEK INTERNATIONAL INC. 
im Mncrptted oe Bape of Cina th ie by 


to the holders of the outstanding 
International 


Inc. 


(the “Company”) 


3.5 per cent, Bonds due 2001 (the “Boads") 


Indenture constiruting 
has been adjusted as & 
effective May [1, 1994 (Re; 
April 27, 1994 


jute 


ty oan) se ce 


Bennett & 
Fountain 
shares dip 


By David Biackwell 


Shares in Bennett & Fountain, 
the wholesaler and retailer of 
electrica] goods acquired by 
Marlowe Holdings last Novem 


son, one of the 
electrical wholesalers 
UK. It already has valid 

tances for its 2p a share 
in respect of just 2 
cent of the company. 

unconditional offer closes 
May 9. The following day B&F 





Trust raised net assets per 
share to 115.7p at March 31, 


he hobby of Mr Liam 
Strong, the Irishman 
who is chief executive of 


interest that has come in use- 
ful in his tro years at the UK’s 
largest multiple specialty 
retailer. 


With close to 3,000 stores, 
Sears, when Mr Strong arrived, 
was a huge army for- 
ward without direction or 
strategy. But with the imposi- 
tion of a bit of military disc 
Bline it is being turned into a 
more effective retail fighting 
machine. 


Like fellow 


unmanageable in the 
1980s. Like Next and Store- 
house it appears to have found 
the way forward. 

In two years, profits have 
increased from £22.8m to 
£138m, while sales increased 
only slightly, from £198bn to 
£2.01bn. 

While the results in the last 
two years have been obscured 
by a mass of exceptional items, 
yesterday's figures showed a 
clear improvement and ana- 
lysts upgraded their forecasts 
from the £145m level to £150m 
for the present year. 

Gperating margins increased 
from 52 per cent to 62 per 


NatWest 
bad debts 
decline 


in National West- 
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existing Dolels chain, will be 


converted. 

They include Shoe Express, a 
self-service, mass-market for- 
mat; Hush Puppy, a more 
upmarket store, and Shoe City, 
an out-of-town shoe stper- 
store. 

Sears has also launched an 
out-of-town superstore, Olym- 
pus Sportsworld, in its leisure 





Like clothing greups Storehouse, Next 
and Burton, Sears had become bloated 
and unmanageable in the late 1980s. 
Like Next and Storehouse it appears to 
have found the way forward 
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chain, work is ¢ 
way on tocreasing 
tage of own-] 
to improve the 
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, Mr Strong 
introducing ne 
improving ranges 
tiate the Wallis, Warehouse 
and Miss Selfridge chains from 
their campetitors on the high 


He says some success has 
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where sales have been static 
for some years. 

Mr Strong counters that a 
new format at Adams will pro- 
pel it forward, and says 
Improvements in efficiency at 
Freemans ied to an improve- 
ment in net margins and a 20 
per cent increase in underlying 
sales last year. 

Sears spent £78m last year 
on implementing its pro- 
gramme, and plans to spend 
£85m to £90m this year on con- 
verting 190 shoe stores to the 
Shoe Express and Hush Puppy 
format, building five to 10 

‘Ids, and introducing 
new distribution systems at 
Freemans. 


The threats to Mr Strong’s 
carefully-laid plans come from 
several i 


NEWS DIGEST 


bishment, the acquisition is 
expected to add about £300,000 
to annnal group profits. 


Malaya 


tions to increase its coverage 
ee ee 


GENERALE 


Pre-tax profits 
improved from £40.4m to 
£55.8m, with significant help 
coming from translation of 
North American profits at a 


Rentokil 
Rentokil Group is making a 
farther investment of $1.5m 
(£900,000) cash for two US 
acquisitions. 


The companies are Sidwa & 
Associates, a Dallas interior 
landscaping concern, and 
Comex Commercial Extermina- 


tors, a Georgia-based pest con- 
trol 

confirmed 
and B 


Projekthep! 
Netherlands for FI 500,000 
(£200,000) cash. 


SOCIETE GENERALE DE BEL GIOQUE 


Société Anonyme 


Incorporated in Brussels by Royal Decree dated 28 August 1822 
Registered Office: 30 rue Royale, 1000 Brussels 
Trade Register Number : Brussels 17487 


tions on out-of-town retalling 
announced by Mr John Gum- 
mer, environment secretary, 
may curtail the opening pro- 
grammes of Shoe City and 
Sportsworid. 


Potentially a more serious 
problem may he the arrival of 
other low-priced, superstore 
formats. In sportswear, the 
powerful US chains Sports 
Authority and Sports Unlim- 
ited are said to be eyeing the 
UK market greedily, while in 
clothing TJ Maxx, the US dis- 


count retailer, is already 
here. 

There is 
tition in the shape of Matalan, 


oftown sports retailing before 
the competition arrives, and 
insisting his clothing chains 
will be focusing on offering the 
best possible value. 

For would-be mi 


£1.1m. Asprey will operate 
shops within its Watches of 
Switzerland subsidiary, 
increasing its branches to 29. 

SLI GROUP has paid £2.75 


‘The Board of Directors is pleased to invite shareholders to assemble at the Company's registered office, rue Royale 30, Brussels on Wednesday 18 May 1994 at 10.30 am 
* for the ordinary general meeting, in accordance with the terms of Article 22 of the Memorandum and Articles of Association, to vote on the following agenda: 


1. Board of Directors’ special report and Anditors' report, drawn up for cases of duality of 


interest. 


AGENDA 


2 Board of Directors and Auditors’ reports for the 1993 financial year. 
3. Approval of the Company's annual accounts: 


Proposal to approve the annual sccounts 25 xt 31 December 1993, including the distribution of 
anct dividend of BEF 85 to non-AFV shares and of BEF 88.50 to AFV shares. 


4, Discharge to members of the Board of Directors and to the Auditors : 


Proposals to discharge members of the Board of Directors and the Auditors from performance 


of their functions during the 1993 financial yeas, 
5, Blections acconding to the Memorandum and Articles of Association : 


Proposal to elect Messrs Joseph KINSCH and Philippe LIOTIER and re-elect Messrs Philippe 
BODSON, Alain CHAIGNEAU, Valére CROES, Bticane DAVIGNON, Jean-Claude 


1L Capital increase: 
Proposal to increase the capital by incorporating the sum of BEF 5,357,138,422 to be 


AGENDA 


withdrawn from the “shere premium" account. 


2. Creation of new "parts de réserve” shares : 
Proposal to create, to represent te above-mentioned capital Increase, 6,418,279 new fully paid 
“parts de réserve" shares, with the same rights and benefits a3 the existing non-AF'V “parts de 


3. Allotment : 


réserve" shares, 2s from 1 January 1994, 


new “part de réserve™ share for ten old ones, 
4. Acknowledgement " 


Proposal to allot the new “parts de réserve” shares to the shareholders in the proportion one 


Proposal to acknowledge the effective carrying out of the capital Increase. 


5. First amendment to the Memorandam and Asticies of Association : 
Proposals to amead Article 3 of the Memorandum and Articles of Association in accordance 
with the new capital situation. 


DEHOVRE, Francois de-LAAGE ds MEUX, Bermard EGLOFF, Jean GANDOIS, Manrice 


LIPPENS, Philippe MALET, Gérard MESTRALLET, Xavier MORENO, Patrick 
PONSOLLE, Piet VAN WABYENBERGE, Kare} VINCK and Gérard WORMS, as directors. 


at the end of seid meeting for the extraordinary general meeting to vote on the following agenda: 


6. Special report by the Board of Directors explaining the purpose of and reasons bebind the 
proposal mentioned item 7 below. 


7. Waiver of ths benefits assigned to AFV "parts de réserve" shares : 
Proposal to irrevocably waive transferring to the income allocated ss from 1 January 1995 to 
AFV “parts de réserve” shares: 
- the tux saving resulting from the exemption allowed under corporate ax; 


- the additional income (if any) resulting from the exemption in question which might 
apply to participated directly or indirectly. 

8. Second amendment to the Memorandum and Anicies of Association : 
Proposal to abolish the temporary provisions in paragraphs 5 to 7 of Article 8 of the 
Memorandom and Articles of Association to bring it in line with the resolulion t be adopted 
on the preceding item. 


9. Powers: 


Proposal to grant the Board of Directors al! powers required to carry out the resolutions 
adopted. 


In ortier to attend these meetings, shareholders should, in accordance with Lhe terms of Article 19 of the Memorandum and Articles of Association, deposit their shares at the Company's registered 


office by Tuesday 10 May 1994 at the latest, or at one of the following banks : 


‘Without prejudice 0 the terms of Articie 74, $2, para 2 and §3 of the coordinated faws ou commercial 
available on request. All proxies should reach the company's. 


fq Belginm 


in Prance 
ix Luxembourg 
In Switzerland 


InGermany 


z Generale Bank 


Banque Indesnez Belgique 


Banque indesuez, 


Banque Générale da Luxembourg 


Socierve de Banque Suisse 
Union de Banques Sulsses 


Generale Bank & Co 


registered 
Directors in accordance with the terms of Article 20 of the Memorandum and Articles of Association. 
G. MESTRALLET - Chief Executive Manager 


& DAVIGNON - Chairman 





shareholders who wish to be represented should use the form of proxy which is 
office as soon as possible and by Monday 16 May 1994 at the very fetes, which date was laid down by the Board of 


Brussels, 27 Aprit 1994 






By Laurie Morse in Chicago 
Members of New York's 


Exchange Gomey have 
approved 2 loric merger, 
setting in motion a deal that 
will create the largest commod- 
ity exchange in the world. 

The affirmative vote, 
announced on Monday night, 
surprised even the strongest 
backers of the merger plan, 
who engaged in forious last- 
minute lobbying to win the 
required two-thirds majority at 
the Comex. 


In the end the plan passed by 
a wide margin of votes at both 


firms who stand to save mil- 
lions in operating costs when 
the two markets combine 


combinations in New York. 
Few in the futures industry 
believed that members of the 


largest US producer of the 
metal, 


Eventually this would be 
bound to push up prices, he 
said. Mr Wheeler pointed out 
that silver was the best-per- 
forming metal in price terms 


the photographic, jewellery 
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Nymex and the Comex would 
put aside a long history of 
antagonism and vote to merge, 
despite the competitive advan- 
tages the plan. 

As the futures business 








prices at the end of the 1980s 
had forced many mines to 





Surprise vote clears way 
for NY exchange merger. 


to meet 


By David Pilling in Santiago 
challenge British Gas has signed 
agreements with Argentine, 
Comex members Will retain By Kenneth Gooding, - Chilean and US partners to 
their rights to trade existing Mining Correspondent begin a $l4m feasibility study 
products, and gain access to 2 project to 


some of Nymez’s contracts. 
Nymex members will gain 
some Comex trading rights in 


ing trading in zinc, nickel and 
aluminium contracts for 


system. 
Additionally, the merger wil tive [in 
cledr the way for a new futures 


York area, The Nymex and the LME,” 
over- 


d to | next year. . 
Went hats Coke tas hat ees tone he St OT flows fi 
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pendently, but will - Mr King said the LME “wished 

‘hine efforts. Mr Rappaport said the new organisation well”. He | By Raymond Colltt in Quito 

site selection could be com- said there were often contacts : 

pleted in the 30 to 60 days. between international | Maxus, the US oil company, 
exchanges and the LME had a j has started production in the 
good relationship with Comex. { first ofa series of new oil fielis 
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But no specific joint projects | in Ecnador’s Amazon region. 
surrounding 


The Tivacuno and 
yesterday | fields have estimated reserves 


to indication of what | of 1.4bn barrels, of which 
be filled have also depressed | the LME’s plans might be, say- | Maxus expects to extract about 
the ing it would be unwise to alert | 200m. . 
The institute will be publish- | the competition. 
ing its latest market review on At present the only competi- 
May 12. Mr Wheeler said this | tion the LAL faces in the US is 


that new tech- | increased pressure from some 
nology still posed no big threat | members for the LME to estab- 
to the use of silver in photogra- sh copper warehouse facil 
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GAO 6085 28,302 15.757 
BL75 81.90 43,167 14,882 
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MARKET REPORT 


London Metal Exchange 
trading saw all base metals 
prices hold in their recent 


ported early on by light Chi- 
nese interest and a fall in LME 
warebouse stocks. The three 
months price reached $1,922 a 
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COMMODITIES AND AGRIGULTURE 
LME ready | British Gas in trans-Andean pr 
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activities ip Poland dropping a 










‘a US$10m 


south east of Lublin near the country's eastern continue with © TTS o.oo a +90. 0oiacre 


‘Tine at a cost of ‘Ten- 
neco Gas of the US, which 


15,000 b/d. 
Total 


speculative selling to settle at 
$1,914, down $11 from Monday. 
E ang. physical intere 
and speculative buying 
stemmed a break below $1,280 
a tonne for three months alu- 


nese selling. i 
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US bonds upset UK equities before the close 


By Terry Byland, 
UK Stock Market Editor 


UK stocks closed firmly but well off 
their best levels yesterday after a 
session led by developments in mar- 
kets in New York and elsewhere in 
ani Both erultias and British 

roment securities stumbled 
badly in the second half of the ses- 
sion when US Treasuries fell, albeit 


briefly, when the US Conference ment from the chairman of the Con- 
Board announced a sharp rise in its federation of British Industry that quickly mirrored in a weak start on 

onsumer Confidence Index. there was no need to cut UK base 

early part of the trading saw rates any further; the CBi had pre- 


saw only favourable developments 
as shares moved ahead in respanse 
to Wall Street's 67 point rise over 
and good recaveries in bond mar- 


kets across Europe. 


The trend was emphasised when 


per cent in March money 


down from 17.5 per cent in February 
ing confidence that the 


and 
Bundesbank wili continue 


base rate reductions. 


rates; the German central hank con- 


By mid-session, the PT-SE was 
316 abead at 3,187.7, and investors 
seemed little traubled by the com- 


viously been a leading advocate for 


_ The stock market has lost most of 
its confidence in any further cot in 
rates but the pound's sharp rise 
after the CBI chairman’s comments 


supply, 
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business doys aatier. 
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But the fall in Federal bonds, 


Wall Street and 2 reversal of the 1% 
point gains in UK gilt-edged securi- 
ties, bit hard into the FT-SE, halv- 
ing the morning's rise. Trading voi- 
ume increased as shares turned 


Markets recovered themselves 
later, although the Dow Industrial 


ing of 3,125.8 on the FT-SE Index 
showed a net gain of 19.2. The 
¥T-SE Mid 250 Index closed 10.1 off 
at 3,777.7 as nervousness spread 
across the second line stocks. 

With US markets closed today for 
the funeral of the former President 
Nixon, markets in Europe will 
await their next lead on Thursday, 
when the Bundeabank policy coun- 
ci? meets and the postponed auction 
of US ‘Treasury notes takes place. 

There was no shortage of active 
features to boost Seaq volume to 
758.60 shares yesterday, compared 
with only 522.3m on Monda‘' 
or customer, business was worth 
£1.67bn on Monday, confirming the 
continued strength of underlying 
investment business in UK equities. 


y. Retail, 


Federal 


tion of American Tobacco. 
Sector analysts saw it as a cash 
tive move for BAT, increas- 
‘ing its position in the large and still 
highly valuable US tobacco and cig- 


appointment that equities were still 

so clearly vulnerable to develop- 

ments in global, and particularly 

US, bond markets. With 

tightening of credit policy by the US 
Reserve 


Tysts sounded cautious on the near- 
term outlook for a UK stock market 


a further 
still possible, ana- 











German markets responded favour- was ing for shares in the Average was still 7 points off when below the best as the stock market trying to ft 
ably to annualised growth of 15.2 blue chip export companies. London went home. The ‘inal read. assessed the planned $1bn acquisi- fandamentais. pears, an: daaeatie 
ended the day 12% up at 456'4p cast by £100m to £2.23bn. “This directors involved had all been below 500p for more than slightly for 1994-5 to a range of stock price failed to respond to 
Welcome with 9.4m shares traded. deal is strategically sensible, transferred to other positions three years. The slide was NEW HIGHS AND £145m to £152m. the general market upsurge, 
Analysts liked the deal, it's cheap and it's not Groupe within the group as part of the prompted by news that Rhone- LOWS FOR 1994 Two big rights issue stories closing a net 4 off at 309p. 
for B AT pointing out that BAT had Victoire,” said Mr Hitchings group's “normal developmental Poulenc Rorer was making jeqisens qn. fm the leisure sector sent Turnover reached 92m. 


deal 


ance conglomerate leapt for- 
ward 23 on the news of its $1bn. 
acquisition from American 
Brands. Some of the shine was 
removed with the release of US 
data prompting concerns of 
tighter interest rates. But BAT 


boosted its share of the US 
market by paying less than 10 
times American Tobacrco's cur- 
rent year 


earnings. 

Mr Nyren Scott Malden of 
BZW, the company's broker 
said: “It looks like 2 good deal. 
It is a business in which they 
have a relatively weak position 
and it strengthens that posi- 
tion.” He added that it would 
give BAT around 16 per cent af 
the US market compared with 
11 per cent previously. 

Mr Chris Hitchings of UBS 
removed his sell recommenda- 
tion and raised his 1995 fore- 


referring to the persistent spec- 
ulation that BAT had been pre- 
Paring a bid for the French 
insurance company. 


Kingfisher hit 
Management changes at 
B&Q, the home improvement 
subsidiary of Kingfisher, 
unnerved the market and 
shares in the parent group fell 
10 to 587p. Kingfisher, denying 
an earlier market story that 
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Trading in the London futures 
market took its cues from the 
US where the release of some 
confidence data enlivened an 
otherwise lacklustre day, writes 
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Peter John. 
A strong performance by 


the US equity and bond 


markets on Monday night 
sparked off an sarly rise in 
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London which took the FT-SE 


moming earty 
attracting minimal interest. 


When dealing began in New 


York, the release of US 


Federal Reserve might tighten 
Interest rates and acted like 
@ bucket of cold water on 


Treasury, bund and gilt prices. 


As a result, the Liffe contract 
slipped back sharply to trade 
at a discount of about 8 points 
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changes.” However, some ana- 
lysts took the moves as a sign 
that all was not well at B&Q 
amid talk of continuing tough 


Wellcome setback 


Pharmaceutical group Well- 
come led the drug sector down. 
as its shares humbled 14 to 
499p, the first time they have 
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progress with a new anti-AIDS 
treatment. 

However, analysts were 
bemused by the effect of the 
news pointing out that the 
French company had not even 
begun clinical trials. Mr Paul 
Woodhouse, of Smith New 
Court, said: “The market is not 
interested in vaguely encourag- 
ing news but anything vaguely 
bearish hits the shares.” 

Smith has just published pos- 
itive research on the US sector 


of Now Highs and Lows for 1904 wochanged 
from the Saturday's (234 editor. We apoiogion 
to our vendora, 


talk of strong sales. In the 
event, Sears said trading 


downgraded their forecasts 


shares in the com- 
panies retreating sharply. 


operator and holiday retailer, 
will also announce a rights 
issue to buy SAS Leisure, a 


investment income following 
the steep falls in gilt-edged 
stocks eventually focused on 
GEC, the UK’s flagship elec- 


the company’s investment 
returns on cash would be sini- 


short-term 
Nevertheless, one institution 
was said to have sold a block 
of 2m GEC into the market at 
S0ép. With those shares wash- 
ing around the market the 


mainly in top quality 
deposits. 
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Sterling finishes 
Stetting had a better day ou Stering. = bes 


" Againat the dollar per } fo3 


1.82 ae a 


foreign exchanges yester- 
day, bolstered by the CBI quar- 
terly industrial trends survey 
which suggested that interest 
rates tnight have bottomed, 

The UK currency finished 
nearly two pfennigs higher in 
London at DM2.5226 against 
the D-Mark from DM2.5049. It 
also closed one cent higher, at 
$1.5015, against the US dol- 
lar,the first time in six weeks 
that it has closed above $1.50. 
The sterling index finished six 
basis points higher at 80.5. 

Elsewhere, in a quiet day on 
the markets, the dollar 
remained weak. It closed at 
DM1.6801 against the D-Mark, 
from DM1.6794, but was weaker 
against the yen, finishing at 
‘Y102.925 from Y103.225. 

The D-Mark was generally 
stronger in Europe, helped by 
the market view that there is 
little scope for a further down- 
ward move in interest rates. It 
closed at L958.4 against the 
Italian lira, from_ 1957.7, and 
Ptag1.69, from Pta8l.52, against 
the Spanish peseta. The French 
franc firmed to F¥r3.932 from 
FFr3.435. 


™@ Despite the stronger perfor- 
mance of sterling, worries 
about the trade balance and 
political uncertainty mean that 
there is little enthusiasm for 
the UK currency. Yesterday's 
move appears mostly to have 
been a response to comments 
by the CBI that a further cut in 
UK rates was unnecessary. 

Although the survey showed 
manufacturing output had 
risen at its fastest rate for five 
years, economists were scepti- 
cal about its contents, noting 
that the balance of optimism 
had fallen. 

In its daily money market 
operations, the Bank of 
England offered £770m assis- 
tance at the established rate of 
5% per cent, after forecasting a 


from 94.57. Traders said the 
market had heen fairly 
“whippy”, with volumes disap- 
pointing. There was some sup- 
port for the longer contracts. 


™@ The Bundesbank repo today 
will be closely watched. Yester- 





@ Pound in New York 


fr i — Age — Pree. close 
Sapot 1.505 14915 
Tmth 1.28 1438 
dath 1.5008 1.4878 
tyr 1.4980 1.4828 


day the German central bank 
announced both a one and a 
thirteen day period is the 
result of a public holiday, 
while the one-day repo appears 
to represent an effort by the 
Bundesbank to prevent techni- 
cal factors impeding the down- 

ward path of interest rates. 
Ms Phyllis Reed, fixed 
income at BZW, said 
bank 


bearish tone of German inter- 
est rate markets. In the case of 
the euromark futures, for 
example, the past two weeks 
have seen the bottom of the 


which many analysts believe 
reflects too pessimistic a view 
on the outlook for German 
rates, 

Call money yesterday firmed 
slightly to 5.35/5.45 per cent 
from 5.30/5.40 per cent. This is 
still well below the current 
Tepo rate of 5.58 per cent. Pre- 
dictions about how much the 
Bundesbank will allow the 
repo rate to fall vary from 6-12 
of 12 basis points was more 
than the market 

Ms Reed said she favoured 
another similar fall, on the 
grounds that the German 


CROSS RATES. AND DERIVATIVES 


Agr 28 Br Ok FFr OM Lt A 
Baigham (BF) 100 1909 1686 4855 1.984 4553 5.457 
Denmark {DK} 5239 1 8790 2543 1030 2438 2858 
France (FF 60.01 11.45 10 2913 1.191 2782 3.275 
Germany (0M) 2060 3932 32432 1 O409 «9584 1,124 
Trelend 02) 50.41 9622 8400 2447 1 2345 2751 
Italy Q) 2149 0410 0358 G10s O04 100 ati7 
Netherlands Fl 1833 3498 3054 0890 0364 O26 1 
Norway {NK 47.42 9.051 7.901 2902 0941 2206 2688 
Portugal (Es) 20.058 3827 3341 0973 0308 9329 1.004 
Spain (Pte) 2522 4813 4.202 1.228 0500 1173 1.578 
Sweden (8K) 4412 8421 7551 2142 O878 2063 
Switzeriand =» (SF) 26.13 4.605 4.020 «1.171 O479 «(11231317 
UK @) 5187 9620 B66 2523 1031 21a 2838 
Caneda (CS) 25.14 4799 4.190 1.221 O499 «1170 1.372 
us @ 3460 6805 5.766 1680 0686 1610 1.888 
Japan 1) 3364 6421 S805 1633 6673 16050 1858 
Eeu 3979 7.596 6631 1992 a789 1851 2.172 


dun 0.5035 860.5029 0.0007 0.841 960.5820 759 98,228 
‘Sep - Osai9 ° is O5918 272 3,269 
Dec : 0.5928 . - = ? 1397 


& SWISS FRANC FUTURES (IMM) SFr 125,000 per SFr 


O6s7S §869O88S8 | 0.0015 
flesso = 0.6970 0.0027 
- o.7013 ” 


R85 


WORLD INTEREST RATES 


06874 0.6042 11.508 38,068 
a6e75 860.6960 bd 3 
: 4 


MONEY RATES 
April 28 Qver One Three Sk One Lomb. Dis. Repo 
Night month mths mthe yeer inter. rate rate 
Baigium - aK 5a SH Sq #740 «(475 - 
week ago - && 68 SB 5% 740 4,75 - 
France 5 SG Be Sm SH 5.80 - 7.75 
week ago 6 5 6 Sh 5% 690 - - 7.78 
Germany 640 545 5.36 S32 528 650 500 558 
week ago 555 545 560 545 530 650 500 670 
Ireland 8 6 6% 6% 6B - - 86 
week ago 6 6 G% 64 6% - - 650 
teely 8% a 8 8 8 - 80 4827 
week ago ay 8 73 7 75 - 800 827 
Nethertands $40 536 538 6.36 6.35 - 525 - 
week ago 534 538 528 527 527 - 525 - 
‘Switzeriand 4 4 46 4_ 4% 6825 3.50 ~ 
week ago 4 4 ak 4h 4 4625 350 - 
us ahd - 300 ~ 
week ago * 3a 43 4g 5% - g00 - 
Jepen 2% ci P+ % 29 - ~ 
weak ag0 2% - 175 - 
w SLIBOR FT London 
Interbank Fixing - 3 % 4% 6h - - ~ 
week ago = 3a ah i] 54 = a - 
US Dollar CDs - 375 404 441 498 - - - 
ego - S375 404 442 508 - - - 
‘SDR Linked Ds - % oh % 4 = - = 
week ago - a ‘3% 3% 4 = = i 
KCU Linked De uid cates: 1 mir 659 mehe:  : 6 mihe: 50: 1 year 5%, $ IGOR Inerbank fixing 
rales are offered rotaa kor $10m quoted to the market by four relecance banies et 72am eect workdog 
ay. The banks enc Bankers Trust, Bank of Tokyo, Barciays and Natonel Westminster. 
Mid rates are shown for the domestic Mongy Fistaa, US § CDs and SDA Linked Depostes (De). 
EURO CURRENCY INTEREST RATES 
‘Apr 26 Shot 7 days One Three Sx Ona 
tem notice month months . months year 
Begin Franc SH- 5; SE - Si SHS = Sih SHE Gig GH~ SE Sik - Si 
Danish Krone Gk Gk G4 -5e Gy- Sit Gy-SH Gie- 5H Gly - SF 
ae RES Ee ooo ae 
Guider is a : : . . 
French Frnc_— GSH SRG 5% 4-54 5S BH - Se 
Portuguese Esc. 11% -11!2 12iz-12 12% - 12s 1-11, 11-10% 102 - 98 
Spanish Peseta = 68-7% 8608-7 7-74 7-7 TR- 7h 7H - Th 
Seriny My -Oy 4-4 St- 5h Sy- Sle S4-5e Se - Sy 
‘Swhs Franc 4-3% 4-9% 4-3% 4634 43% 4-33 
‘Can, Doher Sh- St SR-5% BH- 5a eo 82 -6h Oi - Be 
US Cater Sh-3%e Sh -Dy 3% - 5% v4ly Me dln By - Sly 
falan Un 9-7h 8-7 8-7h 8-72 B- 7% 8-7 
Yea 2y- 2h 2h-2y 25-24 24-2 25-2% ah oh 
Asin $8ng 2-212 3-2, Bg-22 4-3 4-9 Ay By 


‘Short term rates are Col for the US Oollar and Yen, others: tes days’ notice. 


THREE MONTH MIBOR FUTURES (MATIF) Paris Interbank offered rate 
‘Open Sattprica Change = High Low Est vol Open it 


94.26 94.28 40.01 
34.43 84.42 0.01 
441 40 « 

94.30 94.31 40.07 


FREs 


9428 «69426 «12,504 (66,370 
9445 = G4A2 77ea = 46,786 
4.44 84.49 8451 995,929 
4.35 94.28 6.231 53,214 


@ TRAZE MONTH BURGDOLLAR (LIFFE)" Stm points of 100% 
Open Settprice Changs = High Low = Est, vol. Open int. 


an 932 8 =85.32 0 
Sep 94.76 84.75 

Dec M20 6 (84.28 +007 
Mar 2 94.06 +19 


8533 685.31 a 5048 


4003-8476 94.78 5 222 


94.27 94.28 nu 1640 
* * o rd 


@ Even a large fall in the Ger- 
man repo rate today is unlikely 


the dollar’s attempt at a 
revival. 

Developments in Japan are 
not helping the dollar either, 


with prime minister elect Mr ea | 
Tsutomu Hata weakened by usta (Sch) 14.8215 -0.008 190 - 260 11.8855 11.5050 11.8577 -1.6 11.854 -1.1 17.8315 01 ia 
the SDP quitting the raling seigium on 0.0085 G80 - 200 346930345810 S4557 20 S4739 -1.5 34788 ~O5 23 
coalition. Mr Robert Thomas, Denmark (kr 6.6085 +0009] 055-075 G62 GG80 G62 -25 6E02 -20 GOOUS ~08 ‘ 
currency strategist at Natwest fied €M) «(54528 0.0140 475-578 54790 54457 64579 -12 SA08I -1.0 S480 ~05 
y sit France FR) G7675 CONT 80-600 S780 SEM «GI7ET -28 SIOZ ~1T SASZ ~O6 
Markets, said the fiscal stimu- Gennary ©) 1.6801 40.0007 783-803 1.6007 14700 1.6827 -18 16054 -13 1.8627 -~02 
Tus package would probably Greece (Oh 248550 +005 400-700 247.150 268.350 250.3 -18.3 257.675 -180 286.55 -16.2 
still be passed, but “there must Ireland ) 1.4564 400043 550-577 14585 1468 145M 24 146k 19 145 12 
be doubt about whether Mr "™¥ @ 161060 +1.81 000-120 161200 100575 161665 -45 16254 -S7 108485 27 
joubt al whetber Linembourg (LH) S4.6000 40.0085 980-200 34.6990 345510 34867 20 34.799 -15 34789 -O5 
Hata will be more able on the Nethofands (A) 1.8887 +0.0002 882-802 18073 1.8880 1891 -15 1.804 -1.1 1.8005 01 
trade side than Mr Hosokawa.” Norway (NK «7.3000 +0.0028 685-015 7.3180 72068 73087 -14 TS22 -12 7.332 -04 
Portugal Gy 172650 40.3 600-700 173.180 172300 17395 -9.0 1759 as Wiss 43 
ce ‘Spein (Pra) 197250 40315 200-300 137.510 197010 187.72 -42 188525 140855 -26 
™@ South Africa's two curren- sweden GK) 78477 -0.0115 489-514 7.80685 7.8436 78712 -38 7.9105 -A2 B87 -22 
cies were buoyant as voting Switedand (SF) 14343 400026 340-345 14400 14940 14521-1449 14958 01 14188 1.1 
began in the country’s first UX @ «1501S 40.0099 C10-020 1.5040 14885 14993 13 14979 10 1408 06 
democratic elections. The com. © = 17489 40.0006 402-504 11510 1.1447 (1.1478 21 1.1489 1B 11818 OF 
- SORT - 141020 - - - ~ oc. - - oe 
Mercial rand rose by nearly Americas : : 
three against Amentinn © Peso) 1.0001 -0.0001 00-001 1.0002 1.9000 - - - - = 
bee ig Beal pl Brazit (Co) 1235.74 421.81 573-575 1295.75 1235.70 - - - - - ae : 
: Caneda (CS) 1.3768 0.0051 763-768 13780 13753 1.3789 -20 1.3829 -18 19076 -15 my bere | On ees 
The more thinly traded Mexco (NewPeso) 33400 -0.0105 350-450 33420 25800 3341 -04 33428 -03- 33502 -03 ee 
financial rand, the vehicle for USA S - - - - eo a a ate eo PRL 
Poctfic/Micie Eaar/Adrica ‘orr-azs7070 
foreign investment, rose by 20. jicrasa VAS) 1.3800 -0.0084 885-805 1.9043 1.9883 1.3002 -1.1 1960 -17 14055 -12 Ps “I a 
cants to R695 from R4.895. tong Kong §(HKS) 7.7258 «0.001 253-263 7.7268 7.7250 77288 -OS 7.7348 05 7.7605 -04 3) Sita 
This represents a 17 per cent nda (Re 31.3688 +0,001S 650 - 725 $1.3725 31.3650 SIA3S3 -25 3158H8 -26 - : 
Japan % 102825  ~03 900-950 103.250 102850 10277 18 102425 19 100405 24 ee 
tion from the low of AS ae 
5.6435 on April 11. Maleysia (4S) 2.6935 +0.0028 990-940 26645 25885 2685 31 2E71 a3 27335 -15 5 | eee 
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WORLD STOCK MARKETS 


US stocks edge lower | 
as profits are taken 9 253Vee = 


Wall Street 

US blue-chip stocks were 
mostly lower yesterday morn- 
ing as investors booked profits 
after the previous session's 
powerful ale ae ee Frank 


By ibm, “he Dow Jones 
Industrial Average was 3.57 
easier at 3,702.21, while the 
more broadly based Standard 
& Poor's 500 was down 0.37 at 
452.34. Secondary markets 
improved, with the American 
SE composite up 1.02 at 436.99, 
and the Nasdaq composite 2.55 
better at 733.25. 

Stocks opened on a firm 
note, with the bond market 
continuing to provide a favour- 
able for a sustained 


the face of the 
day’s problematic economic 
data. 


ser-dated government bonds 
were showing in 


The potential obstacle was 
the Conference Board's April 
index of conswner confidence, 
which came in at 9:7, from a 
reading of $6.1 in March. The 
lysts, and suggested the possi- 
bility of a spurt in consumer 
spending. 


Sao Paolo 
from early 


Brazil 
Equities in Sio Paulo a 
retreated by midsession from 


opening highs in quiet trading. 
The Bovespa index was up 1.3 
per cent at at 15,716. Turnover 
was firm at Crzi73bn. 
Brokers said that they were 
disappointed by news that con- 
gress would not vote until 









results expected on Friday. 
Other factors aiding the 


been discounted. 
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Bonds were thrown out of 
ee but soon 


regained their stride, showing 
raph jer Aig 


lysts were generally pleased 
that the downdraft was not 
more severe. 
Corporate earnings were 
again a driving force in the 
Taarkets, and most of the early 
sale Rae sew Ohh 
than-expected first-quarter per- 
Disney jumped $1'% to 43% 
after the entertainment group 
revealed record revenues and 
net income up 16 per cent in 
the first quarter. 
Elsewhere, gars Citles/ 
ABC gained $15% to $712% as it 
announced @ big jump in net 
income struck on strong oper- 
ating results from the ABC 
broadcast network. 


pobtek a ace wih oie 


retreats 
advance 


was up 2.1 per cent at Crz43.5. 





indicat 
is not envisaging devaluation. 

By mid-morming the key IPC 
index was up 65.96 Lr at 


The reaffirmation of 
Mexico's commitment to the 
anti: stabilis- 


‘The recovery followed the 
fail on Monday ited, 
the kidnapping of Mr Angel 
Losada Moreno, vice-chairman 
of Gigante, the nation’s second- 
largest supermarket chain, in 
Mexico City. 
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earning 
ments. The stock plummeted 


$5%, or 9.6 per cent, to $49%. : 
Tobacco stocks picked up better than expected quarterly [TS Emu 100 ia wa. 2 foie ane 
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ment by BAT Industries a growth in M3 money supply . 
"rhe bi three chemical 5122690. Hoare Govett MILAN wag swept to an 
stocks led the bourse higher, sounded pall pate po 
cigarettes, climbed $2% BASF — seen as the most cycil- ic Hquidity, fhe 
annomncement. cal of the trio — outperforming 


Philip Morris, the world’s lead- its rivals with a rise of 
ing marketer of tobacco prod- DM1450, or 4.6 per cent to 
1DM323.50. Hoechst’s statement 


on heavy volume of 3.7m 


On the Amex, BAT ADRs 
improved $4 fo to $13%. 


Canada 


Toronto continued 
sl at mi 





The 225 average fell 80.21 after a 57-point rise at the 
19,628.93 while the Topix index In Osaka, OSE eleciric util opening. Tose from. 
of all first section stocks fost i ity, coupled wi Ty8.22m to TSASIon. 
6.51 to 1,597.92. The Nikkei i i Heavy profit-taking in plas- — 
opned at a high of 9784 ————————" sj tics triggered across-the-board 
before falling to a low of selling. Petrochemical stocks The BSE 90-share 
19,512.40 later in the morning. were especially weak, with 82.75 to 3,780.62." 
The overnight announce 7 p : 
ment that the Social Demo- : 
was pulling out of 
the leaving Mr Tsu- 


Volume was flat at 240m 
shares as most market partici- 
ts remained sidelined, 





PEE 
wr emir: 


of the 
yen against the dollar. Mr 
Jason James, strategist at 
James Capel, said the Nikkei 
would hover around the low 
end of the 19,000 to 21,000 
range, possibly testing the 
downside. 


The absence of foreign buy- 
ing, which supported share 
prices during the first quarter, 
also wortied investors. How- 
ever, some traders believed 
that overseas investors would 
remain inactive while long 


Turnover was NZ$33.5m. 
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NCIAL TIMES SURVEY 


PENSION FUND INVESTMENT 


Wednesday April 27 1994 





Over the past decade, returns 
have been extraordinary and, on 
the face of it, pension fund 
managers have done an excellent 
job. But the level of risk in 
portfolios is now concerning 
actuaries, says Barry Riley 


Time to be 
more sober 


At one level, 1993 was a 

year for investment 
returns for the UK's pension 
funds. The average rate of 
return was some 28-29 per cent, 
depending on the degree of 


real terms was even better, 
given the much lower levels of 
pay and price inflation. 

Over the past decade the 
returns have been extraordi- 
nary: an average annual return 
for the median fund of 15.9 per 
cent, according to Caps, one of 
fhe two performance measure- 
ment services. 

This has shown a vast mar- 
gin over the 5 per cent average 
inflation rate, and 7.4 per cent 
a_ year over pay inflation, 
which is more relevant to the 
large majority of pension 
schemes which offer benefits 
Hnked to pay at or near retire- 


a the face of it, pension 
fund managers have done an 
excellent job but they have 
achieved this by pushing the 
investment strategy of UK 
schemes towards new extremes 
of risk. The exposure of funds 
to equities, according to the 
other measurement specialist 
WM, is now 80 per cent, 
against only about 60 per cent 


ning to cause concern among 
actuaries, who are worried that 
the increasing maturity of 
many schemes may require the 
adoption of a lower-risk strat- 


egy. 

There is also concern at gov- 
ernment level, following Jast 
autumn's publication of the 
Teport of the Goode Committee 
on pension law reform. The 

t of social security is 
currently preparing a White 
Paper on proposed legislation, 
including rules on a minimum 
solvency standard, 

The government is likely to 
follow the line of the Goode 
Report and legislate, perhaps 
in 1995, to improve the security 
of pension scheme members 
von companies get into trou. 

A_ minimum solvency stan- 
dard might mean that compa- 
nies would be forced to pump 
more capital into their 
schemes at the bottom of a 


portion of old members would 
be seriously affected. in such 
cases, nevertheless, avoiding 
such risks could cost compa- 
nies money, if they come under 
‘pressure to invest in safer but 
Jower-returning assets, or 
alternatively if they feel 
obliged te-purchase portfolio 


insurance against the risk of 
equity market slumps. 

Nevertheless, the high 
returns of equities have greatly 
contributed to the currency 
prosperity of most schemes. 
One of the leading investment 
firms, Phillips & Drew Fund 
Management, has been pub- 
lishing a statistical review 
called Pension Fund Indicators 
for 21 years and it has data 
going back 3) years in all. 

Over this period UK equity 
returns have beaten pay infla- 
tion by 4.8 per cent a year, but 
the returns on fixed income 
government bonds have failed 
to match pay inflation and 
have underperformed domestic 
equities by 5.5 per cent a year. 
Over the past decade govern- 
ment bonds have performed 
much better against inflation, 
but bave continued to return 
about 5.5 per cent a year less 
than shares. 

Somewhat curiously, how- 
ever, overseas equities have 
also markedly underperformed 
UK equities in the past decade. 
They have returned 4.3 per 
cent a year less on average, 
even though the underlying 
economic performance of the 
UK bas been uninspiring. An 
explanation could be that valu- 
ation factors have distorted the 
returns recently, consequently, 
an unfavourable rebalancing of 
the UK market is quite possi- 
ble in the future. 

Certainly UK equity valua- 
tions have looked quite 

recently. The divi- 
dend yield on the All-Share 
Index of only 3.2 per cent when 
the market reached its peak at 
the beginning of February was 
close to the lowest ever 
Teached in modern market his- 


tory. 

In fact, for the purposes of 
scheme valuations, many actu- 
aries will almost entirely diare- 
gard the surge in share prices 
last year. They will value the 
assets on the basis of divi- 
dends, which failed to grow 
last year: modest underlying 
rises were wiped out by the 6% 
per cent hit which resuited 
from changes in dividend 
taxes, 


The equity market's gain 
was a valuation effect related 
to the sharp fall m government 


effectively cancelled out by the 
higher present value of scheme 
liabilities, because long-term 
interest rates were much 
lower. 

These effects of valuation 
changes were seen even more 
dramatically in the US, where 
long-term Treasury bond yields 
also tumbled. 

General Motors’ pension 
plan, for instance, revealed 
that each one percentage point 
fall in the long bond yield 
added $5bn to its deficit,.US 
pension schemes hegan to spec- 


‘siepling fixed 





ulate in risky assets, even 
including emerging market 
bonds, in a search for adequate 
returns. 

A subsequent jump in the 
long bond yield to well over 7 
per cent has imposed wide- 
spread capital losses, but has 
restored some balance to the 
long-term institutions by 
improving their longer-term 


prospects. 

In the UK, too, pension funds 
could not meet their rate of 
return Toauireciente in the 
interest bond 


Althongh the government 
sold a record £50bn of 


it looks as though a very differ- 
ent scenario may develop in 
1994. 


Whatever happens, however, 
DE pension funds will no lon- 
ger be substantial net inves- 
tors of new money. Although 
the total of funds under man- 
agement may have neared 
£450bn at the end of last year, 
the net cash flow was only 
about 1 per cent of that. Strip- 
ping out capital gains and 
investment income, the funds 
showed underlying shrinkage 
of about 3 per cent. 

So far, however, there is lit- 
tle sign among big UK schemes 
of another feared development, 
a switch to a money purchase 
(or defined contribution) struc- 
ture rather than the conven- 
tional final salary (or defined 
benefit) scheme design. The 
latest NAPF survey showed 
that only 7 per cent of schemes 
(covering just 3 per cent of the 
aggregate membership) are run 
on a money purchase basis. 

However, another recent sur- 
vey, covering small to medium. 
sized companies, by consul- 
tants Sedgwick Noble 
Lowndes, showed a 19 per cent 
proportion of money purchase 
schemes, 


There are concerns that as 
scheme valuation surpluses 
disappear and the high costs of 
final salary schemes become 
more evident, the money pur- 
chase approach will become 
much more common in the UK. 
Because money purchase 
schemes transfer investment 
risks to the scheme member, 
such a trend would require 
investment managers to take 
much more notice of the 
short-term risks facing scheme 
members, especially those 
approaching retirement. 

This shift is already taking 
place in the US, where corpo- 
rate sector defined benefit 
plans showed a negative cash 
flow of $36bn last year, accord- 
ing to consultants Greenwich 
Associates. Corporate defined 
contribution plans, in contrast, 
enjoyed positive cash flaw of 


$i1bn. 

Defined contribution plan 
assets now represent 37 per 
cent of all US corporate pen- 
sion assets, and the proportion 
could be 60 per cent in ten 
years’ time on current trends. 

Brilliant returns by UK pen- 


C] Goode report solvency 
debate hots up 
Q Strategy: property likety 
to be this year’s star 
performer 
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same fate, as their pension payments row eat into investment income. 
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Are all these peasion fuods 


this new state of affairs? 


While UK pension funds have o tong 
histmry of rhorough self-examination of 
investment strategy through performance 
measurement, this scrutiny has been very 
narrow, ‘Tactical achievemenss have been 
examined with increasing ferocity. Scrategic 
achievements have heen largely ignored. As 
a result pension funds may feel pood about 
winning, performance battles when they 
could be losing the performance war, 

Most pension funds have set their 
managers a target of out-pertorming the 
industry meviao rerum, on approach best 





well prepared to deal with 


characterised as scoring tactical gains over 
other pension funds, How realistic is such 
a goal when half the participants will fail? 
How relevant is it when it forces managers 
to derive their asset allocation from the 
industry average position without regard to 
a fund's particular needs? A policy vacuum 
has been created. 

Berrer answers to this problem arc within 
the scope of most funds: 
- exploration of the issues through, asset 
Jiabiliry modelling and assessment of risk 
through the trustees’ and the employer's 
perspectives; 
~ considerations of strategy in which long- 
term financial goals related to liabilities are 


Placed ahead of tactical gains related to the 
avempe pension fund; 

= agreement on a strategy which strikes 9 
balance between the competing needs of 
high security and low cost (an objective 
brought into sharp relief by the Goode 
Comminee Report). 

for growing pension funds with no 
maurtiry problem, equitics remain the ideal 
asset class. In such cases, pursuit of a warger 
linked to che industry average recur may 
well be appropriate. 

For mature pension funds however, 
other targets may prove mare uppropriate. 
Marure funds have less time to correer a 
poor investment record before liabilities must 
be met. Contributions must cherefore take 
the strain and make up rhe difference over 
this shorter period. 


‘The result? Minor cquity marker falls 
can easily tum into major solvency 
problems or contribution rate rises. In such 
situations, the "family silver" may well be 
sold at distressed prices. For mature funds 
like this, asset allocation should involve a 
higher content of assets matched to 
liabilities. Bonds, particularly of the 
index-linked variery. should 
figure more prominently. 

‘The issue docs not end with 
agreeing 2 proper strategy. 
Implemenration of a new policy requires 
great cure and attention to timing and costs, 
Afver implementation there will be periodic 
fine tuning of the strategy. 

Any changes need co reflect disciplined 
interpretations of the performance of the 
strategy, noc allowing discomfort with 


WATSONS 


era INVESTMENT CONSULTANCY 


short-term results tu obscure the long-term 
merits of a scracegy. This more focused 
approach co setting strategy involves 
learning to recognise the key financial 
factors that determine a pension fund's risks 
and rewards. It also involves "unicarning" 
the simplified habits that performance 
measuremenc contests have bred in us. 


@ 


For all funds, better understanding of 
asset allocation issues should be a prime 
ambition. For those having to "sell the 
family silver", some investment in forward 
planning is essential. 

WRITTEN BY PATRICK LEE, 


WATSONS (TELEPHONE: 0737-241144}. 
PHOTOGRAPHY BY CHRIS OVERTON. 





agement at the end of 1993 
being more than £4hn ahead of 
the Prudential’s total 
BZWIM's inclusion in the top 
group is for rather different 
reasons: it is the leader in 
index-tracking, which repre- 


group’s in-house pension 
The biggest winners of new 


business in 1993, according to 
the newsletter rer Global Money 
Me were Gartmore, 


in 
size of a client’s fund after five 


years. 
The performance figures 
have been supplied to the 
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cascade in an unmanageable 
way towards the 

leaders is something which 
advisers consultants seek 


and 
_ to resist, bat with little suc- 


cess, Bailtie Gifford, the lone 
current success story from 


boosted the results, enabled 
Gartmore to close the year 
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AMP Asset Management is pleased 
to announce its appointment to 
manage a fixed income portfolio of 


£125 million on behalf of 
Nuclear Electric ple 


ASSET MANAGEMENT 


wor uclear 
Relectric 


To find out more contact : 


ROGER HUNT DIRECTOR OF MARKETING 
JOHN NESTOR ASSISTANT DIRECTOR 





S53 Moorgate, London EC2R6PA Tel O74-47757665 Fax 074-477 S888 


A Member of IMRO 























Segregated 
pensions at the moment is 
Clerical Medical, which jumped 
past the £2bn milestone last 
year. “The only life companies 





Performance and Flexibili 
for the Smaller Fund 
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cost effective alternative to the traditional pooled fund: 


We offer a discretionary portfolio of Morgan Grenfell 
specialist funds, each of which has a record of outperformance.- 









We also offer the ability to develop a tailor made allocation 
to suit your individual fund’s objectives and liabilities, - 









For further information, please contact © 
Rufus Warner or Deborah Copp on OTN: 256 7500 








MORGAN GRENFELL 
ASSET MANAGEMENT 







Issued by Morgsn Grenfell Investment Management 
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have brought a high 

degree of uncertainty to 
the funding of the country’s 
corporate pension schemes, 

Some companies saw their 
founding deficits balloon last 
year, as bond prices soared and 
yields tumbled, whiie others 
turched closer to deficit. Yet 
just weeks later, with the yield 
on long-dated bonds up by 
more & percentage poi 
the deficits have miraculously 
shrunk again. 

What are companies - and 
their shareholders - to make of 
it all? And what does it mean 
for the way US pension fund 
assets are Invested? 

Since they reflect expecta- 
tions of future inflation, bond 
yields act as a proxy for infla- 
Gon in calculating the present 
value of a fund's future liabili- 

_ With bond yields plummet. 
ting last year, US companies 
came under intense pressure to 
cut the discount rates used to 
calculate these - in the pro- 
cess, increasing the present 
value of their pension fiabili- 


ties, 

The Securities and Exchange 
Commission, concerned that 
some companies were hiding 


Vi US bend markets 


US funds are likely to increase their overseas exposure, says Richard Waters 





Companies pressed on discount rates 


the true scale of their funding 
deficits by keeping their dis- 
count rates high, last autumn 
leaned on any company that 
had a discount rate of over 9 
per cent. It wasn't surprising: 
at the time, the yield on 
long-term bonds was headed 
below 6 per cent. 

The effect can be seen in the 
table. Three of the US compa- 
nies with the biggest deficits 
slashed their discount rates at 


terms (though, in relation to 
the company's cashflow, it 
stands out less starkly) said 
the discount rate change would 
put it squarely at the conserva- 
tive end of pension fund 
accounting. It has set a target 
of the end of the decade to 
eliminate the deficit. 

The rising bond yields of 
recent weeks could help GM - 
and other companies ~ reach 
their funding targets much 





Three of the US companies with the biggest deficits 
slashed their discount rates at the end of last 
year, greatly inflating their reported liabilities 


the end of last year, greatly 
inflating their reported Habill- 
ies. 

None of these companies had 
a rate above 9 per cent at the 
end of 1992: but at 8.5 per cent, 
each was at the top end of the 
range of US companies. 

General Motors, which has 
the biggest deficit in absolute 


quicker than they had expec- 
ted. By mid-April, with tong 
dated bond yields some 150 
basis points higher than the 
low reached last October, most 
of 1993's escalation in deficits 
had effectively been wiped out, 
Market volatility, though, is 
likely to make companies cau- 
tious, and most will prefer to 


remain conservative in their 
accounting. 

While US companies, under 
pressure, have looked afresh at 
discount rates, it is notable 
that they have done little to 
scale back their expectations of 
future investment returns on 
pension fund assets. The two 
might have been expected to 
go hand-in-hand: after all, the 
Same deflationary forces that 
were driving discount rates 
lower were at the same time 
reducing investment returns 
from fixed income and equity 
investments. Yet many compa- 
nies seem to be clinging to 
investment expectations more 
suitable to the 1980s than the 
1990s, 

How will US pension funds 
address their funding deticien- 
cies - and how will they 
achieve what in some cases 
seem extravagant investnent 
expectations? The two ques- 
tions are closely linked. While 
many companies have sought 


to alleviate the strain by issu- 
ing shares to their pension 
schemes, or transferred prop- 


maunity: in the past two years, 
it bas Bually become a reality. 
Greenwich Associates, a con- 


that international stocks 
accounted for 6.4 per cent of 
US corporate pension fund 


24 per cent. 





answer. 

With yields on US Invest- 
ments falling steadily lower 
fast year, it is not surprising 
that US pension fund manag- 
ers directed more of their cash 
overseas. 

The wave of international 
investment had Jong been pre- 
dicted by the brokerage com- 


Deficit {$bn)} 


assets in 1993, up from 5.4 per 
cent the year before and 4.4 per 
cent in 1991. International 
bonds accounted for a further 
16 per cent, up from 13 per 


holdings). 
By 1996, famds polled by the 
consultancy firm estimate 


Discount rate (%) 


return (3%) 
1983 1992 1993 1982 1983 ‘1982 
22.3 140 TA 86 10.4 11.0 
2.0 03 70 as as as 
1.6 12 TS 65 95 95 
‘Source: Companies’ annual reports 


around half of the US's 
$2,500bn of pension fund assets 
- are also beginning to dabble 


5.2 per cent of their assets, up 
from 2.9 per cent in 1991. 

In theory, international 
diversification is a route to 
higher returns, while at the 
same time spreading risk. That 
argument has been severely 
tested since early February, 
when the Federal Reserve 
began to push up short-term 
interest rates. The emerging- 
country equity markets and 
the vast international junk 
bond markets that have grown 
from the restructured debt of 


at the move. 

At the same time, yields on 
long-dated Treasury bonds 
have moved up to make fixed 
income securities more appeal- 


ing. 

This does not mean thet the 
wave of US pension fund 
money that heiped drive capi- 
tal markets around the world 
in the early 1990s has dried up: 
however, the mania for inter- 
national investment of 1983 is 
giving way to a more circum: 
Spect 1994, 





In public the pension Euro 
enthusiasts have not yet con- 
ceded defeat. In private, 
though, the mood is gloomy. 

Two years after the Enro- 
pean Commission embarked 
on ambitious plans to create a 
common European pension 
fund system, complete with 
cross-border mem! and 
fall freedom of investment, the 
initiative now appears to have 
been all but sank. 

For although European 
countries now face similar 
demographic pressures in 
their pension fand systems, 





“pay-as-you-go” schemes. 


This range has always 
it difficult for European 
employees: - who. . wis! to 





i 


rNeasen 


Is the plan for a common European pension approach sunk? Gillian Tett reports 


Cross-border consensus remains elusive 


move around the union, not 
least because the different 
countries have generaily 
refased to recognise each oth- 
er’s tax relief regimes. And so, 
mindful that pension harmony 
would be essential for a fally 
open labour market, the com- 
mission bas hoped to encour- 
age convergence along two dis- 
tinct strands. 


The first, and most ambi- 
tious, has been a call for cross- 


sion fand managers ~- a step 
that could potentially revola- 
tionise Rurope’s capital mar- 
kets, unlocking huge invest- 


these proposals was too ambi- 
tious for most member states 


tive intended to give fund 
managers freedom to invest 


Most member states seem far from ready to 
sacrifice their national pension quirks in the cause 
of a common European pension system 
ec SR ELE ETT 


border membership of pension 
schemes to allow Enropean 
nationals to move around the 
community while remaining 
Members of a single pension 


overseas or in other curren 
cies, by reducing the invest- 
ment restrictions that now 
aperate in most member 
states. 

The initiative received con- 
siderable support from the UK, 
freland and the Netherlands 
which impose few restrictions 
and conseqaently dominate 
the overseas investment mar- 
ket. - according .to 


ROTHSC 


Rae 


rang 


FROM A LEADING 
INDEPENDENT INVESTMENT MANAGER... 


for pension funds 


Rothschild Asset Management has over thirty years’ experience in the 
management of UK pension funds, and we currently manage pension fund assets of 
over £2 billion for clients in both the public and private sectors. 


We are active investors, but with a low risk conservative 
style, investing for the long term in quality stocks which offer real dividend growth. 
This philosophy is implemented through a teamwork approach to a disciplined 
investment process, aiming to provide consistent added value. 


Rothschilds has over thirty offices in twenty-three countries. 
Equity investments are managed locally in the major markets, and funds under 
management worldwide by Rothschilds are now in excess of £17 billion. 


We offer a comprehensive range of investment services, tailored to meet the specific 
requirements of individual clients and covering the full range of asset classes. 


For more information, please contact 


Louise Dunton on 071-280 5000 or write to us at: 


Rothschild Asset Management Limited 


Rothschild Asscl Management Limited Is a member of (MRO 


Five Arrows House, St. Swithin’s Lane, London EC4N 8NR 


research carried out by the 
Federation of Retired People, 
the UK and Netherlands 
account for some 93 per cent 
of investmeut in overseas cur- 
rencles among EU countries. 

However, the proposal was 
opposed by the other nine 
member states, where pri- 
vately fanded sectors are 
extremely limited, and invest- 
ment restrictions in force. 
These range from a_require- 
ment in Spain and Portugal 
that pension funds be locally 
managed, to a German regula- 
tion stipulating that private 
pension funds cannot invest 
more than & per cent of their 
portfolios in non-German 
assets. 


matched in national curren- 
cles or ECU. 

But this recetved a cool 
reception at a single market 
meeting last December, with 






of investment services 
































the three “liberal” countries 
insisting they were opposed to 
any restrictions - aud the 
remaining nine demanding a 


But consensus remains elt- 
sive, not least because the 
commission is adamantly 


insists that higher limits 


should be a “priority” case, 
more are 

in the summer. But observers 
warn that uniess a solution is 
found soon, the directive is 


to spell an end to plans for 
cross-border pension member- 
ship - a proposal that had 
been warmly supported by 
many multinationals who 
hoped it might allow them to 
Streamline their pension 
schemes for their Enropean 


employees. 
But although the deadlock 





Observers warn that unless a solution is found 
soon, the directive is likely to be shelved, because 
Germany and France hold the next presidencies 


likely to be quietly shelved, 





j 
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“I have detected an 

nies Saree Seoeens 
a pan 

The problem is that 

it is not possible while the 


a whole, more and more coun- 
tries are now moving towards 
4 funded model, be points out, 
as demographic pressures 
place their “pay-as-you-go 
schemes” under intolerable 


seen a gradual growth in the 
number of fanded schemes 
over the past year, as a result 
of its own recent pension fond 
reforms. Meanwhile, France is 
slowly developing options for 
persona) lans. 


facto convergence ~ or even 
Tesalt in a revival of the Com- 
mission's proposals. Indeed, as 
one diplomat who has closely 
the wrangles over 
the past year suggests, the 
main problem with the direc- 
tive may have been its timing. 

“Even if ‘ies are mov- 
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Another 


exceptional year 


for Schroders. 


nd another example of our 


1993 was another year when Schroders outperformed industry averages. 
Our median UK pension fund return was well within the top quartile of pension 
fund returns generally.” 

Such consistently good performance is based on solid research and active 
stock selection. Schroders today is one of the UK's top investment managers, 
with more than £27 billion of assets under management for UK pension funds 
and £53 billion worldwide. 

Our clients value our high standards of service and administration. Most of 
all they value the fact that, at Schroders, some things simply dan’t change. 

Lf you would like to know more about our services, please call Peter Leonard 
on 071 382 6392, 


Schroder Investment Management Limited 33 Gutter Lane London EC?V 8AS 
Member of IMRO 


The past ig not necessarily a guide to future performance. “Source: CAPS/The WM Compasty 
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apan’s tightly regulated 
fund industry is 


pension 
Hiable to be seen by US 
trade negollators as another 
example of the bureaucrats’ 
reluctance to relinquish accu- 
mulated power, and to open 
Japan's doors to foreigners. 
However, as the Japanese 


sion Investment rove 
_US pressure forced par- 
tial liberalisation of fund man- 


1990, allowing foreign invest- 
ae managers into the mar- 


The welfare ministry also 
wants better returns on the 


expected rise in pension 
liabilities as Japan’s popula- 
tion ages. 
es unlike the social 
hie mikey. sho lpr tok os 
increased Investment returns 


ments in stocks, which most 
investment advisory compa- 
nies excel in. 

For many European and US 
fund management companies, 
which have failed to gain 
access to such funds due to the 
tight relationships between 
Japanese corporations and 
fund managers, winning public 
fund management contracts is 
the only way they can justify 
maintaining operations in 


In this fast-moving world, you're about to take more control. 


Emiko Terazono | on Japan’ s. closed-door. policy 
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Call for deregulation = 


nelled into low interest loans 


for public works. 
"The fmance allows 
‘Y¥20,000bn of the balance to be 


i Corporation, : 
puku) ro by the health minis- 
try, but rigid finance ministry . 
laws still govern how the . 


organisation int invests in the 
financial mar! 


The health and welfare min- 
istry, which is revamping the 
state pension system and the 
eligibility age for pensions, 
also wants to alter legislation 


tions are setting up fads 
ahead of the next century. Out- 
standing assets of total corpo- 
rate pension funds, which only 
totalled Y462.8bn in 1971, has 





You always had a firm grip on your business. But the growth of international investing, 
emerging markets and derivative instruments has been pulling you in new directions. And your 
increasing transaction volume has become 2 disproportionate burden. 

So you've been looking for a single firm that could service your securities — and offer you 
the two things you want most. More freedom to concentrate on your core business. As well as entry 


to new opportunities for growth. 
And you found it. 


You found leading technology and sophisticated support that allow you to control multiple 


asset classes more easily — around the globe. 


You enjoy the benefits of streamlined systems that give you better, more timely information 
for making strategic decisions. Proprietary software that interfaces with your vendors. A hand-picked 
network of agent banks in a growing number of markets. A network of investor contacts for securities 
lending and borrowing. Access to the analytics and benchmark indices of a global investment bank. 


And a solid source of capital when you need it. 


Most important of all, you're working with the kind of people who have the ability — and 


take the time — to help you build long-range success, 


Call Morgan Stantev Sereices in NY 800 731-7345, London 44 71 425-6363, Hong Kung 852 846-5440. 


MORGAN STANLEY 








companies are only 

bid for a third of corporate pen- 
sion funds’ new assets, or “new 
. Even then they have 
not been able to win manage- 


ra 


Tent business from Japanese © 


many of which 


companies, 
value old ties and relationships - 


The investment advisory i 
allowed to 





the price at which the in 
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Norma Cohen looks at the controversy over consultants 


‘Beauty. parade’ blues 


A handful of tup-bracket firms Indeed, in some cases, the UK 


have cornered a 


‘| ate share of the UK fand man- © 


the same handful of firms 
which ton up on the short 


occurred partly through 
ness risk-aversion,” said Mr 
Bruce Pullman, a director at 


Quantec, a consultancy firm . 


specialising in quantitative 
fand management techniques. 


iH 
ll 
i 


He 


ae 
3 


and US US consultants are mem- 


advising roughly the same 


sorts of businesses shonid © 
offer such strikingly different 


advice. : 

The answer, “both consul- 
tants and trustees say, is com- 
Plex, but miuch of it has to do 


industry in boil countries and 
differences 


: regulatory between - 
the US and the UK have | 


temled to encourage US’ pen- 
ston schemes to seek many 
Managers while UK schemes 
seem content with only a few. 
While US pension schemes 
are likely ta use numerous 
each with 


expertise in investing a partic- . 


ular asset class, UK pension 
schemes have until now over- 
whelmingly preferred bal- 
anced mandates in which one 
or two managers have discre- 


.tion over both asset allocation. 


ami stock selection. 


1993 by US-based Greenwich 


Associates, UK corporations . 


Are you paying too 
much for your pensions 
administration? — 


We cot a happy thought, but you could be spending thousands of 


pounds more for your pension scheme adminisiration 


than you need to. 


fica ax much for thelr administration as other 


schemes of the same size. 


So, what are the facts’? And how do you work out : 


@ To be “in the know” order a copy of cur 
Survey Report - Pension Scheme : 
Administration: The Challenge of Change. 


@ Rt looks at comparative costs for various sizes of 
schemes, why schemes opt for in-house or third- 
party administration, and what the fuiure may hold. 
To obtain a copy complete the coupon below, and 
enclose £40 to cover the cost of the Survey Report. 


HADRIAN-SOLWAY | 


he Fasvern Adoration Profane 


HADFIAN - SOLWAY LIWTED 
Hadrian Houge, 61-05 Victoria Rand, Famboraugh, 
Hampshire GU14 7PA : oa 
Telephone: 0252 S18256 Fatma: 0282 617360 : 


wa 





the previous five years. But 
among the UK subsidiaries of 





The Challenge of Change, prim £40 each ta 
(Cheques should ba made payable to 
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The Goode report may be more radical than it seemed, says Norma Cohen 


The fund mana 

industry breathed a tien of 

relief last September, when the 

governmient’s advisory panel 

on pension jeulation Pro- 
ya bi 

= ueprint 


The pension law review com- 
mittee, chaired by professor 
Roy Goode, couid well have 
recommended 2 sweeping over- 
haul of pensions law so draco- 
nian that employers en masse 
would have abandoned their 
commitment to the traditional 
final-salary pension schemes. 
Not only would that have 
left many workers bereft of 
Tetirement incomes, it would 
have decimated the UK fund 
management industry which 
has grown up on investing the 
assets of final salary schemes. 

Instead, the Goode commit- 
tee set itself the more modest 
goal of considering reform 
which would do no more than 
ensure that any pension prom- 
ise made in respect of past ser- 
vice would be fully honoured. 

The initial reaction, includ- 
ing that of the Confederation 
of British Industry, the main 
UK employers’ body, was over- 
whelmingly favourable, 

The main recommendations 
called for a new pensiens regu: 
lator; an industry-wide com- 
pensation scheme, to cover 
fraud, theft or misappropria- 
tion; a requirement that each 
scheme have at least one third 
of its trustees appointed by the 
members; and a requirement 
that all schemes meet mini- 
mum solvency standards. 





debate has left the actuarial 
profession sharply divided over 
exactly what this will mean for 
schemes and their investment 





Our 





‘The reasons for the outcry 
have to do with the way sol- 
vency is calculated. A scheme 
would have to show that it had 
enough assets to purchase 
accrued benefits for all mem- 
bers on a cash-equivalent 
basis, to be certified annually 
by the scheme actuary. 

However, while UK pension 
schemes on average hold 80 per 
cent of their assets in equities, 
cash equivalents are calculated 
according to yields on gilts, 

which historically have yielded 
less than equities. R. Watson, 
the firm of consuliing actu- 
aries, warned that holding 
Schemes to that rule would 


bailed out most schemes. 

In March, the Institute and 
Faculty of Actuaries, after 
studying the issue for several 
months, recommended to the 
Department of Social Security 
some changes in the way cash: 
equivalent yields are calcu- 
lated, intended to address some 
of these concerns. Under those 
proposals, scheme actuaries 
would calculate cash-equiva- 
lent values for each individual 


cash-equivalent values would 
have a high equity component, 
declining steadily as the indi- 
vidual} neared retirement age. 





The debate over the solvency standard has left 


the actuarial profession 


divided over exactly what 


this will mean for schemes and investment advisers 
ER a IER IO LA RT FE ST, 


require wholesale shifts out of 
equities and into bonds, forc- 
ing employers to add cash par- 
ticularly to mature schemes. 
Other firms of consulting 
actuaries have firmly dis- 
agreed with the analysis. At 
William M. Mercer, actuaries 


in share prices over a five- 
month’ period would have 


cel tbreea fate! 


The DSS has sent the proposals 
to the CBI and others in the 
industry for comment. 

Tt also suggested that, should 
the minimum solvency propos- 
als find their way into law, 
li enculd be a five-year 

in peri 

DSS sources have said that, 
of all the interest groups mak- 
ing representations to govern- 
ment over the final farm of any 
pension reform bill, the CBI is 
the most significant, To date, 
the CBI has not made its 

known. 


response 
However, a CBI spokes- 


investment approach 1s well 


worth looking into. 


LSE SESS 


SOS 


"Take a first look at PDFM, and you see a big 
fund management group with a wide range of 
products and services. Look more closely, and 
you'll see something more distinctive, and more 
important: a consistent investment philosophy which 


lies av the heart’ of our success. In a phrase, we 


will only buy value. Jn order to locate value, we 
evaluate every potential investment against rigorous 
criteria, just as you would evaluate prospective fund 
managers. We apply our philosophy across all 
asset classes, from equities to bonds to property 


PDFM Lid is member of IMIRO and a subsicisry 


woman said the group was 
likely to say that, while it 
views the 


mpany 
good a shortfall below 90 per 


today. 

“The report has to be seen as 
@ single package,” warns Prof 
Goode. Unless all of its ele- 
ments are adopted, the others 
will be far less effective in pro- 
tecting pensioners and more 
expensive to administer than 
they would be otherwise.” 
Also, CBI members have yet 
to take on board the fact that 
many of them are indeed too 
heavily invested in equittes 
given their own Pro- 
file. “It is the age of the 
scheme that dictates asset allo- 
cation and not the minimum 


tive of PosTel, the UK's largest 
pension fund and a member of 
the Goode committee. 

Schemes with low cash flow 
from contributing members 
could well find that, while 
equities outperform bonds over 
time, there may be years when 
slow dividend growth does not 
deliver enough cash to meet 
liabilities, The pensions prom- 
ise would then have to be met 
by a cash contribution from 


and, always with a watchful eye on the broader 
picture, across all markets. And it is a philosophy 
which delivers results for our clients - as you can 
see not only from the performance tables, but also 
from the growth in our funds under management, 


which now amount to over 230 billion. If you 


would like vo fook further into the PDFM approach 


to fund management, 
please contact John 
Marsh or Jane Orr on 
071-901 5050, 





of UBS Asset Management London Limited, Triton Court, Finsbury Square, London EC2A 1PD. 
Past investment performance is not necessarily a guide wo forure performance. 
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Now the froth has been biown off, the future of markets becomes clearer 





Merchant bankers and brokers were not 
the only ones to collect large bonuses at 
fhe end of 1993. Fund managers also had 
4 vintage year, with UK equities offering 
Teturnms of 27.9 per cent and UK bonds 
only slightly behind at 25.1 per cent. 

The real star performance, however, 
came from overseas equities which, 


there was plenty of Christmas cheer. 
Interest rates fell, bonds boomed, main- 
a equities soared and emerging mar- 
kets disappeared into the stratosphere. 
Last year was one in which everything 
went right. Still, it did not look quite that 
the year: in UK 


critical to securing good performance. 


UX. interest rate-sensitive equities did 


different. UK gilts peaked right at the end 


of last year, and equities topped out on 
Febraary 2 after the US Federal Reserve 
started to raise US interest rates. The 
change in policy had been anticipated, but 
the psychological shock to the market 
‘was severe. Led by Wall Street, equity 
markets have tumbled, with some of the 
best performers in the ran up to Christ- 
mas showing the sharpest falls. 

To some extent the correction is a 
healthy reaction to markets which had 
become severely overcooked. Long UK gilt 
yields of about & per cent were not really 
justified by the heavy government bor- 
rowing requirement (and the poor UK 
inflation record. 

The enthusiasm for all forms of assets, 
which came with continually falling inter- 
est rates, blocked ont reasoned assess- 
ment of which represented value. A heavy 


The notorious “hedge fonds” may not 
have been as active in be markets as 
legend by now tells, bat thi 
helped fuel the rise. 

Now that the froth bas been blown off 
the market ~ equities fell by almost 400 
points and bond yields rose 
per cent — it is perhaps possible to take 


year holds. Short-term US 
are likely to continue to 
current level around 3.75 per cent t 
around 5 per cent by early in 1995. 
But that need not mean UK rates will 
have to follow slavishly. As the impact of 
tax increases becomes clearer, there may 
still be small falls in UK rates, and that 
may be supported by the continued 
decline of interest rates on the continent. 
Despite the concerns of many, the 
underlying inflation picture in the UK 
remains good, and the balance of pay- 
menis and public sector borrowing defi- 
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‘Beauty parade’ blues 


Solvency debate hots up | Property likely to be the star 


cits are not quite as horrendous as feared. 
It is also clear that the chancellor wants 
interest rates to come down further. 

Provided the inflation numbers remain 
comforting, that should offer some suc- 
cour to the gilts market. Yields of around 
8 per cent look much more attractive 
given the historical UK economic perfor- 
mance. While buyers may remain nervous 
as the market stabilises, 8 per cent will 
probably start to lock like reasonable 
value. That confidence should help under- 
pin the equity market. The FT-SE 100 
index seems to have found support 
around 3100, and some selective baying 
has re-emerged. However, that selectivity 
will probably remain the key to success. 
Cyclical recovery shares already discount 
large earnings rises, but there may still 
be some potential for these companies 
which can inerease dividends above the 
market average. 

Dividend increases in the reporting sea- 
son just past were higher than expected, 
and some companies are making haste 
slowly towards the aim of higher dividend 
cover. Many utilities - notably the 
regional electricity companies ~ still have 
substantial dividend cover and growth 
prospects. With market dividend yields 
around 1 per cent and dividend growth 
around 5, equities offer attractive 9 per 
cent returns before prices rise at all. 

If the general mood in asset allocation 
is to be somewhat underweight in UK 
bonds and selectively overweight in UK 
equities, there is also a strong urge 
towards being overweight in property. 
The difficulty of getting money into the 
market remains, but for anyone worried 
about potential inflation problems, prop- 
erty yields only slightly below those of 
conventional gilts look very interesting. 
Location is all important, but property is 
likely to be a star performer in 1994. 


Bemard Gray 


Tanager is reporting to a pen- 
Sions manager and a 

finance director. “For a 
finance director, there is a 


Continued from page 4 


management much more seri- 
ously. In the UK, for a very 
long time, pension funds have 
been largely satisfied with the 
performance of their fund 


managers. 

Research from Caps shows 
that, despite the accnsation 
that UE pension fund trustees 
~ or indeed, consultants - are 
too short term in their 
approach to manager selec- 
tion, the average fund man- 
ager lasts 7.25 years with a 
single client. 

But by the early 1970s the 
science of performance mea- 


surement was being perfected 
in the US, and It became obvi- 
ous to ion managers that 
their funds were not being 
invested well, Mr Gillies said. 
Then in 1974 the “Erisa” legis- 
lation took effect in the US 


ing human resources profes- 


.Sfonals and a few scheme 


members as well — the US fand 


Seer irery at a) 


er Fund Managemet a 


Since 1868, when we began investing overseas, 
- Foreign & Colonial has been a pioncer in international 


investment management. 


With cime-proven success. 

Success built on the firm comerstones of high calibre 
people and the confidence to innovate. 

‘Today more than 70% of the funds managed by the 
group are invested outside our LIK base. Investment 
without frontiers, as our name suggests. 

Through comminted and active manzgement, we 
canstruct regional portfolios with an emphasis on growth 
stocks. With our longer term perspective, we have the 
experience and ability to discern and buy into companies 
with superior growth potential carlier than most, often 
before a wend becomes apparent. 

This is enhanced by our outscanding expertise within 
emerging markets, an arca where we are onc of the largest 
and most experienced investment management houses in 


the world. 


‘WM figures show that, over the past three to five 





much sharper link between 
corporate needs and pension 
fund performance,” Mr Gillies 
said. At the same time, US aca- 
demies were putting to use 
some of their newly developed 
theories about portfolio man- 
agement, and these appealed 
to corporate finance directors 


parts 
It was relatively easy, "he 
said, to urge US pension 
schemes to consider a large 
number of specialist fund 
managers, each with expertise 
in different asset classes. 


years, we have comfortably outperformed most of our 
competitors and the FT World Index (ex-UK) by good 
stock setection within markets in the Far East, North 
America and Continental Europe. 

Whether you are looking for specialist international 
fund management or a more balanced portfolio, now is the 
time ta consider the Foreign & Colonial perspective. 

For details of our performance in markets around the 
world, please contact Nigel Morecroft. 


Foreign ey Colonial 
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Exchange House, Primrose Street, London EC2A 2NY 
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PENSION FUND 


Asset-liability studies: balance becomes more critical 


Maturity requires lower risks 


Leading investment managers 
say that some 60 per cent of 
UK pension funds are still set- 
ting peer group-related perfor: 


But trustees are becoming 
aware that, as their schemes 
become more mature, it is 
increasingly less likely that an 
average or consensus strategy 
will be entirely appropriate for 

Last year, an industry-wide 
survey hy the fund managers 
PDFM showed that 34 per cent 
of funds were being ‘signifi- 
cantly influenced by asset-lia- 
bility modelling in setting their 
portfolio structure - up from 
20 per cent in 1991. 

Moreover the Goode commit- 


* tee's recommendation of a min- 


imum solvency standard, 
which is likely to be taken up 
and developed in a forthcom- 
ing pensions white paper, with 
legislation to follow in 1995, 
has triggered a furious debate 
within professional actuarial 
circles. 

R. Watson, a leading firm of 
consulting actuaries, said last 
week that half of its client 
schemes worth £100m or more 
would have failed to meet the 
Goode 100 per cent standard in 
March 1993. At the most recent 
major stock market trough in 
September 1990 two-thirds 
would have been below even 
the critical 90 per cent level. 

Mr Andrew Wilson, a Watson 
partner, says the figures illus- 
trate “the ne need for schemes to 
consider increasing assets 
beyond the ongoing funding 
basis established before the 
Goode Report, or change 
investment strategy to reduce 
volatility.” 

The recent decision of the 
British Rail pension scheme to 
allocate something approach- 
ing £1bn to specialist bond 
portfolios is a sign of the 
change of climate. Many big, 
well-established schemes, both 
in the public and private sec- 
tors, are catering for much 
reduced current workforces, 
but still have large numbers of 
pensioners ~ both in current 
Payment and deferred - on 
their books. 

For such schemes, the liabili- 
ties to pay benefits are no lon- 
ger primarily stretched into 
the distant future but are 





RESULTS ARE 


bunched in the next 10 or 20 
years; and indeed, in many 
cases there is a constant net 
cash outflow as benefit pay- 
ments already exceed contribu- 
tions. The average NAPF men- 
ber scheme now has only 5,000 
current members against 4,700 
pensioners in payment and 
2,80 deferreds. 


Although the biggest cate- 
gory of liability is therefore in 
pencitha tor which at eqely 

» for an equi 
portfolio is generally consid- 
ered to provide an appropriate 
long-term maich, schemes also 
have large liabilities to pay 
current pensions and provide 
for deferred pensions. 


and suggest an asset structure 
that could more safely gener: 
ate the required cash. 

Last year, index-linked gilts, 
for instance, received fbn of 
extra investment from pension 
fonds, according to WM, mak- 
ing this the most popular asset 

for new money. WM 
attributes this to the desire of 
some fumds to match liabilities 


more closely. 7 
Conventional fixed-income 
gilts offer lower investment 
risk, but on the other hand 
they do not provide a close 
match for most scheme Habilt- 
ties, except for fixed pensions. 
It has been argued that an LPI 
gilt might prove an attractive 





These liabilities are different 
in nature as well as timing. 
Deferred pensions, for 
instance, are statutorily sub- 
ject to so-called limited price 
indexation (LPI - rises in line 
with the retail price index up 
to a ceiling of 5 per cent. 

As for pensions in payment, 
the picture is much more com- 
plex. Many schemes raise pen- 
sions by something like 3 per 
cent a year, others apply the 
LPI formula, and many public- 
sector schemes offer full index- 
ation. Quite often private-sec- 
tor schemes raise pensions in 
line with prices in practice, but 
do not guarantee it. 

Matching these liabilities 
with equities, or with a stan- 
dard pension fund asset mix, is 
looking increasingly hazard- 
ous, The purpose of an asset-li- 
ability study is to set out the 
profile of benefit payments, 





innovation to many funds. The 
Goode committee itself 
suggested that deferred income 
index-linked gilts would be a 
valuable introduction. 

The proposal for a minimum 
solvency standard is critical 
here, and has set the cat 
among the pigeons. Until now, 
actuaries have been able to 
absorb most market price fluc- 
tuations of long-term assets 
within the reasonable assump- 
tions of their valuation basis. 
So long as there is no reason to 
project a decline in long-term 
real dividend growth, for 
instance, a stock market tum- 
ble can be ignored. 

But this degree of flexibility 
is destroyed when a market 
value-based solvency test is 
used, Already, some actuaries 
have become worried about the 
results of the non-statutory dis- 
continuance tests, which they 





apply fo schemes to check 
whether there would be 
enough to pay the cprrent ben- 
efits if the schemes were 
wound np tomorrow. The prob- 
lem has arisen because of the 
recent tumble in annuity rates. 

Now this problem looms 
much larger, because of the 


Goode committee’s proposal to- 


apply a statutory minimum 
solvency requirement. With 
schemes holding a record 80 
per cent in equities in their 
portfolios, they would be 
exposed to the risk of being 
forced to top up their schemes 
after an equity market crash, 


funds might be advised that, in 
due course, they should reduce 
their equity exposure towards 
the levels seen in the US. 
There, market value-based val- 
uations are the rule, and the 
average equity exposure of 
defined benefit schemes is only 
about 50 per cent. 

Mr Robert Ross, of consul- 
tants Frank Russell, has 
argued that there would be 
great risks in funds holding 
nearly 60 per cent of their 
assets in a single asset class, 
UK equities, as they do now. 

Alternatively, UK schemes 
might decide to retain a high 
exposure to equities, but use 

portfolio insurance techniques 
Ehrough the derivatives mar- 
ket, in order to protect them 
against the downside risk of a 
sharp fall in share prices. 

Since, in the long run, bonds, 
for instance, have retuned 5% 
per cent a year less than UK 
equities, a big switch to non- 
equity assets could force actu- 
aries to recommend signifi- 
cantly higher contribution lev- 
els, Using derivatives would 
also involve a net reduction in 
returns. 

‘There is a paradox here, in 
that weakly-funded schemes 
are precisely those that need 
the highest returns, but in 
future circumstances they may 
be least able to accept risks. 

A vigorous debate is certain 
to take place on the proposed. 
solvency laws before they are 
introduced, but whatever hap- 
pens consultants offering 
asset/liability modelling are 
likely to have a busy time. 


Barry Riley, 
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equally consistent invesument philosophy. 


We research markets and stocks ~ not to mention putenti:l 


fund managers - extremely carefully. We also encourage a high 
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To assuss the teue quality of a pension fund manzger itis nvcessary to louk beyond 
performance: ta the peaple and processes behind it. 


In Gartmore’s case. our cunsistently guod track recard is the direct result of an 


We look for above average growth prospects over years rather than months: in 
the belict that this is the way to add value in both asset allocation and stock selecnan. 
Gartmore 
PENSItOW FUNDS 
degree of involvement in decision making wt all levels, whilst seill cetaining the strategic 
influence af our most experienced senior managers. 

{tis a consistent, cisciplined approach which has scen our median Fund achieve 
upper quartile performance in every five year rolling period since 1980." 


For further information, oc a copy of our Pension Fund Management brochure, 


e that past performance is ne gusramve of fuure perfornance, This wlvertnenrent has heen weed amd 
1 apponied reprevemative Gartmore Pension fund Managers Lanited, Gartuinre Howe, PO e664, 
Mument Street, Lewvlon ECIR AQ 













2 you questioni 
integrity?*," the consaltant 


recalled, no doubt mindful of 
the more conventional 


businesses acting as master 
“global custodians” for the 
assets of some of the O&'s big- 
gest pension funds. In the 
aftermath of the Maxwell 
affair, in which £440m disap- 
peared from pension schemes 
controlled by Robert Maxwell, 
the group has sought rules 


requiring appointment of a 
custodian separate from the 


fond manager. 

it is alleged that hundreds of 
millions of pounds were spir- 
ited out of the yension 
schemes because the fund 
managers also acted as custo- 
dians ta the scheme and 
handed over stock and bond 
certificates on the instructions 
of Mr Maxwell. 

The Goode Committee was 
asked to consider at some 
length whether pension 
schemes should in fact be 
reaniree to appoint a custo- 

dian independent of the fund 
manager. Lobbying hard on 
the other side of the issue was 
a well-organised group of lead- 
ing fand managers all of 
which provide custody ser- 
vices for their clients. 

In the end, the Goode Com- 
wnittee stopped well short of 
Tecommending the appoint- 
ment of an independent custo- 
dian. The report goes to great 
lengths to explain the group's 
thinking. “The question we 
have to consider is whether 
the additional protection 


quality. 


Frankfurt 


New York 





Deutsche Bank. i 
Securities Services for a New Financial World. 





Hong Kong 





seeking competitive priciig 


which would he given by the . 


appointment: of an .indepen- 


dent, custodian so outweighs 


the expense and possible 
administrative problents that 


it should be ‘made ‘compul--~ 
sory,” the report said..In a - 


ans, clients may be unaware of 
exactly how much they are 
paying for the service. 

“We are not satisfied that 


use of a custodian would nec- . 


essarily prove a significant 
obstacle to a determined 


tody arrangements and satisfy, 
themselves that these are sat- 
ey the report said. © 
regulators have 
ute! the idea of tighter 
oversight of custodians gener- 
ally. The Securities and Invest- 
ments Board, the City’s chief 


regulatory has con- 
sidered whether it ought to’ 


regulate custodians directly 
and concluded that, for now, it 
should not. 

In the US, however, the 1974 
Erisa legislation, setting out 
the rales under which pension 
schemes are to be adminis- 
tered, specifically requires 
independent custodians, More- 
over, custodians are required 


For every product, for every y business; t there comes a time When 
efforts to improve quality yield only. marginal. tesults.: ‘Real 
improvement can only evolve from reengineering ~ — a.compre- 
hensive restructuring of the products, systems and delivery 
mechanisms needed to improve customer satisfaction. 


And this is precisely what we have done wan our. securities 
and custody services. 


We have reengineered the standard package by: first- din 
bundling it, and then upgrading the-standards of each of its: 
components. And we have created a-modutar.and. interactive 
delivery format thatiets you assemble the package of advariéed 
services that suits your needs precisely. We think it offers ‘total 


to refuse to honour any 
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Not many years ago, many 
pension fund managers 
regarded Mexico as a good 
place for hats but certainly not 
as a serious investment pros- 
pect. Political uncertainties, 
custodian and settlement prob- 
Jems and the Jack of trading 


brokers’ 

the huge returns which could 
be 

Yet the outstanding perfor. 
mance of emerging markets 
since the late 1980s and the 
stroog investment cult that 
has.grown up have prompted a 
growing number of pension 
fund managers to take a far 
more serious interest in these 
fast-developing economies in 
Latin America and the Pacific 
Basin. Ex-communist bloc 
countries: in central and east- 
era Europe which are now pur- 
suing free market economics 
are also attracting their atten. 
tion. 


London, says that UK pension 
funds have heen fairly slow to 
accept emerging markets as a 
separate asset class, mainly 
because of the lack of liquidity. 
However, the growing number 
of dedicated emerging market 
funds appears to have helped 
to reduce their concerns. 

He notes that the scale of 
institutional investment in 


emerging markets which in 


Fund managers are taking a far more serious interest in emerging markets 


Pace of investment quickens 


turn account for around 6! per 
cent of the world's stock mar- 
ket capitalisation. “There 
clearly is massive scope for 
more of this kind of invest- 
ment,” he says. 

For the pension funds which 
invested in emerging markets 
before they became fashion- 
able, the rewards have been 
large. According to Lipper 
Analytical, closed-end global 
equity funds in emerging mar- 
kets made total net asset value 


Mr 
sional and altruistic reasons 
for PGGM’s decision to invest 
in these markets. First, he 
Points to what he calls the 





Dutch pension funds have been among the first 
to spot the opportunities in emerging markets, 
which account for 80 per cent of the world’s 
population and 15 per cent of the world’s economy 
SR cr a re eS EA 


(NAV) returns in dollars of 
382.6 per cent over five years to 
the end of 1993. This compared 
with total NAV returns of 74.6 
per cent in developed markets. 

Dutch pension funds have 
been among the first to spot 
the opportunities in emerging 
markets, which, according to 
the World Bank, account for 30 
per cent of the world's popula- 
tion and 15 per cent of the 
world’s economy. Pensioen- 
fonds PGGM, the second Jarg- 
est pension fund in Enrope and 
the largest private pension 
fund in the Netherlands, 


“demographic time bomb" in 
western Europe where the pop- 
ulation is getting older and the 
birth rate ts declining. “It is 
the opposite in emergmg mar- 
kets, where the population is 
much younger,” Mr Keyzer 


says. 
‘The demographic advantage 
of emerging markets is 


r dynamic 
companies which will become 


tries.” says Mr Keyzer. 

He adds that as a pension 
fund, PGGM has a responsibil- 
ity to make 2 social investment 
im these countries and by 
investing in their stock mar- 
kets, it is contributing to the 
growth of their economies and 
the formation of their capital 
markets. 

Although PGGM takes the 
strategic investment decisions 
in-house, it uses outside man- 
agers to manage its holdings. 
Of its investment of F1 750m, 
F) 600m is held in a growth 
fund established by the Inter- 
national Finance Corporation 
(IFC), the private-sector arm of 
the World Bank, but managed 
by Los Angeles-based Capital 
international, 

The growing number of pen- 
sion funds which have invest- 
ments in emerging markets 
also tend to use outside 


Postel Investment Manage- 
ment, for example, has been 
involved in emerging markets 
for some years but unti] the 
arrival of Mr Allan Conway as 
head of overseas equities in 
September 1992, the invest- 
ents were handled by the Far 


market leaders in those coun- 


Eastern and US investment 


managers. “The smaller mar- 
kets tended to become a side 
issue and therefore were 
neglected,” Mr Conway says. 
“Ajso, the investment minds 
are different. Somebody used 
fo covering the US or Japan 

a different approach to 
someone looking at Indonesia 
or Peru,” 

Postel now regards emerging 
markets as a separate asset 
class and has set up a central- 
ised team of investment man- 


return in a diversified equity 
Portfolio. 

By contrast, some pension 
fund managers are unwilling 
to pay the premium which is 
now inherent in emerging mar- 
kets. Mr John Hemingway, 
deputy-chairman of PDFM’'s 
investment comunittee, is dis- 


Efficient frontier (Dec 1984 - Feb 1994) 
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tinctly unenthusiastic about assets,” he says. 


Markets at present. 


we don’t like overpaying for apart from Hungary. “Many 


emerging PDFM has virtually no expo- 
“We are value investors and sure to emerging markets, 


investors say these markets 
won't go below the average 
world priceearnings rating but 


no en we are nat convinced by that,” 


he says. 
For example, PDFM invested 
heavily in Hong Kong after the 
Tiananmen Square massacre. 
“Hong Kong was then on a p/e 
of eight and had eight years te 
run before the handover to 
China,” says Mr Hemingway. 
PDFM sold out last year when 
the market's p/e bit the high 
teens and there were just three 
years left before the colony 
‘was returned to China. 

Mr Hemingway, describing 
his investment approach as 
that of a vulture rather than 
an eagle, points to various 
markets which have fallen out 
of favour due to political or 
economic woes, such as Mexico 
or Turkey, which might 
become interesting in the com- 
ing months. “We look to buy at 
a discount to the average 
world market rating in order to 
compensate for the political 
tisk,” he says. 

Mr Hemingway adds that 
some clients have asked for 
explanations why PDFM has 
not participated in the cult of 
the emerging market, He says 
they have accepted his reasons 
against a background in which 
the fund has performed well 
for them. “An outperformance 
of 1 or 2 per cent on 50 per cent 
of the fund’s assets is better 
than a 10 per cent outperform- 
ance on 0.5 per cent of the 
assets,” he says. 


Antonia Sharpe 





When the Cadbury Committee report on 
corporate governance was completed 


CORPORATE GOVERNANCE 





chief executive of Postel. 
Mr Boss Goobey last year lamnched a 
campaign to put an end to three-year 
contracts, which are not outlawed 


boardroom pay is that many options 
Schemes first lamnched in 1984 are coming 
up for renewal this year. This has opened 
up a broad debate about how such 
schemes should be constructed. 


company, faced protests 
over its new scheme which will allow 
executives to buy share options at current 


The Right Blend of Skills 
for Specialist Markets. 


ROIeBoRSH ¥ 
reyvaans 





Edinburgh’s Specialist Pension Fund Management 


Bases Sdioburgh Fund Managers 
with the WM2000 ex property 


median 


the inwomne From ehem may El 


Edinburgh's nose for pension fund 


management can be compared with 


our countrymen’s reputation for 
producing fine Scotch whiskies. 
Single Malt: Specialist portfolios 
receive the undiluted expertise of our 
managemenc skills in emerging 
markers, developed markets and 
smaller companies. 

Blend: These markets can be sampled 
straight or combined to produce the 
perfectly balanced portfolio. 





Proof Our chree year annualised tocal 
return has outperformed both WM and 
Caps indices with the overseas consticuent 
beating the indices by more than 2%.* 


Strength: Pension fund assets managed 
by Edinburgh exceed £1bn out of coral 
assets of £4bn, + 


Tasting; To sample Edinburgh's 
combinacion of investment flair, financial 
strength and controlled management 
struccure contact William Johnscone 

on 031 313 1000. 


FUND MANAGERS PLC 


Edinburgh Fuad Managess plc.Doaakison Howse, 97 Haymarkes Terrace, Edinburgh, EH12 5HD. A Member nf IMRO. 


overseas revurn) 10 31 December 


ecighred average disccetiocary asenple (and weighted zveeage overeces eqqaities) as monirored by the W/M Company compared 

aghied overage (and weighted average overseas rerura) and the Caps time weighted median eeeurn (apd rime seighred 
199%. ¢ Asa 28 February 1994, Past performance ss por necenstily 2 guide ox fucure performance. ‘Fhe valor of shure and 
as well 28 rise and invexors may not get back che smount invested. 


The focus shifts to boardroom pay 


plate, he says. Similarly, Mr Ross Goobey 
believes it is not up to institutions to 


pay is increasingly in the hands of consa)- 
tants who are able to advise on how a 
i package compares with others 


Peter Montagnon 


Performance 


through 


Philosophy 


M&G segregated balanced pension 
fund management has achieved 
consisternly strong performance 
over every rolling five year period 

since 1983. 

We believe this resutts from the 
consistent application of one of the 
most distinctive investment 
philosophies in the City. This is based 
on the identification of fundamental 
value at the individual stock level. 


For further details of our services 
contact: 
Edward Rosengarten 


Telephone 071 626 4588 


M&G Investment Management Limitec 


Three Quays, 
Tower Hilt, 


CGumndative Annualsed Retums (%} 10.37 December. 








London EC3R 6BQ 
A Member of IMRO 


‘The figures above have been veriflad by Combined Actusrial Performance Services Limited (CAPS) and are based on all segregated discretionary 
Inalanced pension funds under M&G's management. The retums are for tha total fund exchuding property. Al 318i December, 1933 tha sample was 21 portfolios 
worth £1.9 biffon and the fargest fund in the sample accounted for more than 20% of the total value of all funds. Al 31st Dacember, 1994 MBG managed 
2 further £1.1 billion in respect of 12 segrepaied pension ponfolios. Past performance does nci guarentee future growth. 

The price of shares and unils and the Income from them cen go down as well as up. 
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Pension funds - or, more 

isely, their - are 
gradually yielding to years of 
lobbying by bankers on the 
attractions of derivatives. 
While trustees continue to 
exercise caution, there is a 
growing acceptance that deriv- 
atives now constitute one of 
the day-to-day management 
tools needed by fund manag- 
ers. The most common use of 
derivatives is for asset alloca- 
tion purposes. 

“Asset allocation is normally 
the first stage,” says Mr Tony 
Whalley, investment director 
at Scottish “It is easy 
to understand and most people 
can see the benefits. Very few 


cient asset allocation has 
increased. For example, if a 
fund manager has a heavy 
weighting in UK stocks, but 
decides there are better oppor- 
tunities in the US market, he 
can shift his exposure immedi- 
ately by using stock index 
futures. in contrast, idating 
a portfolio of actual stocks and 

ing new stocks can be a 
time-consuming and expensive 
process. 

Futures can also be used 
effectively by fumd managers 
when they are expecting 2 
large inflow of cash. They can 
use futures to take advantage 
af an immediate market oppor. 
tunity, ahead of the cash 





Tracy Corrigan discusses the growing acceptance of derivatives 


A tool for altering risk profile 


inflow. Fresh impetus was 
given to the use of derivatives 
by pension fund managers in 
the UK by the clarification of 
the tax position in the 1990 
Finance Act. 

A year later, the Securities 
and Investments Board pro- 
duced rules on “efficient port- 
folio management”, outlining 
when the use of futures and 
options was an acceptable 


practice. 

Perhaps the most important 
boost for derivatives came 
from the publication two years 
ago of guidelines on perfor- 
mance measurement developed 
by the London International 
Financial Futures & Options 
Exchange (LIFFE). These 
guidelines, in suggesting how 
to report derivatives trades so 
that trustees could more easily 


tion of the fund which can be 
invested in derivatives at any 


given time. 
“You really have to talk 


However, there are some 
within the ion fund indus- 


To be an expert on Greater Asia requires.local knowledge. Naturally, 


when selecting a custody partner for the region, I looked for someone with 


an enlightened approach to these diverse markets. 


IT have found such a partner in Standard Chartered Equitor Group. 


They have been doing business in Asia for more than 130 years, so their 


familiarity and insight help me stay on top of the mechanics of investing there. 


Standard Chartered Equitor have achieved quality 


accreditation for their Hong Kong custodial services 








Standard Chartered 





one derivatives expert. “There 
is too much incentive to 
become a median performer, 
sd too Uttie te aliow Iie of 


Certainly, while anyone with 
money in a pension fund is 
probably mainly interested in 

solute performance, pension 


The potential growth in 
derivatives’ use by pension 
remains substantial, 

both in the UK and elsewhere. 


I COUNT ON 
THEIR WISDOM TO GUIDE 
ME IN GREATER ASIA. 


through the treacherous waters of some of the world's most difficult markets. 
No custodian in Greater Asia can claim to know everything. But some 
know more than others, and after I meditated on the possibilities, it 
struck me that Standard Chartered Equitor Group would be an 
inspired choice. For more information, contact: NICHOLAS MENGES, 
UK, Tex (44 71) 280 6510, Fax (44 71) 374 2350; MicHakL Lucas, USA, 


TEL (1 312) 701 6940 oR (1 800) 654 6918, FAx 


25 per cent in overseas equities 
and 5 per cent in overseas 
bonds, it can be assumed that 


there is significant exposure to . 
fi tisk. 


foreign currency 

But the fact is that many 
fund managers are doing very 
littie about their currency 
exposure, arguing in some 
cases that they are not clever 
enough to separate the cur- 
rency component from, say, 4 
US equity investment. 
However, because 


(1 312) 701 6975; Linpa CxHor, Hone Kone, 


and their high standards everywhere help steer me Equitor Group TeL (852) 847 2783, Fax (852) 521 7765. 


positions in the first quarter — 
to see what can-go 
“at the end of the 
ives are ostensibt 
altering risk 
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@ Sanking: opportunities as 
well as clouds on the horizon 
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@ Stock market growth path 
may not be so smooth 


Page 6 





The rise in US interest rates and 
concem about the Chinese 





government's ability to control its 





economy are clouding the outlook for 





Hong Kong, whose claim to be a 





financial centre of consequence is 





being tested, writes Simon Holberton 





A test of 
nerves 


of living dangerously. It 
is a year when the 


TT is Hong Kong's year 


Kong’s political development. 
Britain and China appear to 


the mid-1997 handover of 
sovereign 


ty. 

‘The problems facing Hong 
Kong come from the US and 
China, and are a mixture of 
politics and economics. They 
could delay one of the most 
Temarkable transformations in 
Hong Kong’s ever-changing 
corporate personality or, at 
worst, threaten its new-found 
and potential financial might. 

US interest rates are on the 
rise and, because of the link 
between the American and the 


markets, although US rates 
have risen only by three- 
quarters of a percentage point. 

Financial markets have been 


rate cycle heralds the end to 
cheap money. And the effect 
has been immediate: share 


January; sentiment towards 
the colony’s overheated 
property market has turned 
cautious. 

Most analysts have con- 
vinced themselves that the 


overshoot and a sharper 
correction in prices cannot be 
ruled out. This possibility has 
grown in recent weeks with a 
marked change in sentiment 
towards Hong Kong's property 
market - where transactions 


Opening 


to 






A view of contral Hong Kong 
difficulties of doing business 
on the mainland, is causing 
some business people to look 
elsewhere in Asia for 
investment opportunities. 

“The Chinese think there is 
an endless appetite out there 
for their companies,” says one 
investment analyst. “Let's see 
how they manage their 
economy over the next six 
months.” 

Further clouding the short- 
term outlook is the possibility 
that the US might not renew 
China's Most Favoured Nation 
(MEN) access to the American 
market, and the imminent 
death of Deng Xiaoping, 
China’s diminutive and 


Hong Kong 
Rights Issue 
November 1993 


Wednesday April 27 1994 





Jation is based on twa words 
and one set of initials; North 
Korea and AT&T. President 
Clinton cannot afford to add 
China to his list of north-east 
Asian woes; on the contrary, 
he needs Beijing’s support if he 
is to achieve his aims on the 
Korean peninsula. 

Mr Clinton also faces strong 
domestic pressure from US 
manufacturers whe are looking 
at the world's largest emerging 
market for high-tech imports 
and manufacturing. Already, 
there are signs that moderates 
on Capitol Hill are preparing 
the way for Mr Clinton to bury 
the MFN issue once and for all. 

The effect of the death of 
Deng would be 
problematical. Although 
talked about, few believe that 
it has been fully discounted in 


US$145,000,000 


China 


Int’. 





Asian Finance 
the World — 


Successful investors look to Peregrine to play a leading role in their 
Asian finance planning. In two years Peregrine completed over 185 regional 
equity transactions totalling more than US$14.6 billion. - 


With a proven 
Peregrine stands 


Fin ancial Services: 


Corporals Finance, Stock Broking, Direct Investneant, 
Dealing. 


Ansot Trading, FOREX. 


HONG KONG © 
BANGKOK * 


(Ollicn: 23/F Naw World 
cent repenn OfScx ZA 


Investment Management 


track record and wide range of capabilities and services, 
for outstanding performance in Asia’s financial markets. 


PEREGRINE 


re er an ara 


SHANGHAL « NANING + GUANGZHOU » SHENZHEN » SINGAPORE ¢ SHOUL * MANILA 


Panngpion Socurse (.3:) xd. aa eabarofthe SFA. 


SEUARTA « RUALALUMPUR * HOCHIMINH - YANGON + BRISBANE + LONDON « NEW YORK 


Tower, 26-18 (Qoeen’s Re, C., Hong Kong Tel: (652) 825 1888 Fan [B52] 845 #417 
Lovee Lane, London BCSR SEB, UK Tel: (071) 283 6688 Feu: (071) 283 0728 


Hong Kong’s markets or 
psyche. One finance director of 
a large Chinese conglomerate 
was only half joking when he 
observed recently: “I'm not 
totally sure that the old 
Chinese money won't be 
switched into Switzerland 
when Deng dies. No-one 
knows, that’s what makes this 
town so exciting.” 

Capital flight, excitement 
and uncertainty are nothing 
new to Hong Kong. But they 
were probably not at the head 
of the checklist which 
persuaded many of the world’s 
leading financial institutions 
recently to flock to the colony. 

Since 1991, Hong Kong has 
increasingly looked like a 
centre they. must be in. They 


shave been lured not only by 


the prospect of China and the 


role to be played in the 
intermediation of its financial 


Hong Kong’s financing needs. 
Getting a slice of that 
lucrative business has been 
one of the reasons behind the 
startling expansion of 
investment banks in the 
colony. Goidman Sachs’ 
presence in Hong Kong is 
approaching 300 staff, up from 
about 130 a year ago. 
Similarly Salomon Brothers, 
which has pot Hong Kong on 
an equal footing with New 
York, London and Tokyo as 
regional business 


Hong Kong “syndicate desk” 


‘ which will be responsible for 


Asian equity transactions. 
The arrival of the Americans 
bas had a large impact on 
Hong Kong's financial 
markets. The US houses have 
kindled US investors’ interest 
in Hong Kong equities but, 
more than that, they have 
pushed aside the traditional 
British brokers who have 
tended to be more narrowly 


focused. 

US securities houses are at 
the forefront of market 
innovations (for Hong Kong at 
Jeast) such as “book building” 
for a new issue. They have 
brought expertise to the 

ing derivatives market in 
the colony and have been 
prime movers behind the 


; creation of a corporate debt 


market in Hong Kong. 

Hong Kong is laying siege to 
title of Asia's location for the 
arranging and trading of syndi- 


which were lead-managed by 
Lebman Brothers, In the first 


S.G. Warburg, the UK mer- 
chant bank, agrees, believing 
“spectacular” 


to be listed in the colony ~ 
raised HK$87bn in eqnity 
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Patten reforms make 
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finance and HK$33bn in debt 
finance, mostly convertible 
bonds. 

The poor performance of the 
Hong Kong stock market - 
under pressure from rising 
interest rates and the special 
uncertainties which China cur- 
to take the shine off the world 


There are 3 billion people in Asia. Half of them 
are under 25. Consider it a growing market. 


You meet their needs. We meet yours, In the last two years 
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to us, it’s just around the corner 





offices in Bandung, Bangalore, 
‘ity, Kandy, Labuan and Qingdao 
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Simon Holberton gives his assessment of the political mood 


Patten reforms make headway - 


A calm that has not been seen 
since before the arrival of Mr 
Chris Patten, its populist 
governor, almost two years 
ago, has returned to politics in 


Kong. 
Whether this is because the 
eye of the storm is presently 
passing over the colony, or 
because the storm has run its 
pha ll al 


confidence. 

But what is clear is that ever 
since the breakdown in 
Sino-British co-operation on 
Hong Kong’s political develop- 
ment =- especially since 
February, when the colony's 
legislative council (LegCo) 
passed the first stage of Mr 
Patten’s democracy legislation 


~ both sides have moved to 
take the heat out af the issue. 
China has scaled back its 





He is watching LegCo 
ratify or amend his bill 
with detachment 


engaging 

in the high-profile political 
campaign promised late last 
year and is watching the 
of ratifying. or 


ent. 
Apart from lowering the 
volume of the abuse it directs 


of signs of China’s new 
attitude. Beijing now appears 
prepared to settle some out- 
standing issues relating to 
Bog Eong’s economic devel- 


— have brightened 
for a resolution to the dispute 
over financing Hong Kong's 
multi-billion dollar airport and 
railway. Some in the colonial 


that China will permit its 
surrogates in Hong Kong to 
contest elections under the 
provisions. 


terms of the Patten 
























WILDE SAPTE 


Solicitors 


are pleased vo announce that Hong Kong office 
‘will open for business on the 2nd May 1994 at 
a Rowe 


Tea Hong Kong 


‘Telephone (852) 810 5081 Facsimile (852) 810 1295 
‘Towards the end of May 1994 the office will 
relocate 


31st Floor 

One Square 

Central Hong Kong 

‘The telephone and facsimile numbers will 
be unchanged. 


For frther information, please contact Ashiky Borns or 
Richard Pell-Ddertan. * 
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The Chinese Communist 

party’s main grassroots 

political organisation, the 

Democratic Alliance for the 

Betterment of Hong Kong, 
; iid 


the lowest eat of local 
in Hong Kong. 
The better “atmosphere, 
however, may be no more than 
inaction born of distraction. A 
less optimistic i of 
current events is that China's 


economy and jockeying to 
secure 4 place in the post-Deng 
Xiaoping leadership of the 


Kong government has some 
cause to feel pleased with 
itself. Mr Patten’s first political 
reform bili 
with a higher-than-expected 
vote of 
cleared the way for this 
September’s district board 
elections and municipal 
council elections in March next 
year. 

The governor’s aides are 
quietly confident that his 

reform bill - wi 


Tee tos bil ie 


democracy by 
enfranchising the colony's 
i is seen 28 
vulnerable to amendment. 
Under this proposal, Mr Patten 
envisages dividing the colony's 
working population of 2.7m 
into nine “functional” 
electorates along industry 
lines. 


ependent members, who 
together may have 2 majority 
to block the pronaae 


their 


premises at 


V's 3 growing cconomy; but an unknown market can be just as diffienlt as 

Lhe roughest sea, especially in these uncertain times. . 
‘The Fuji Bank, with 9 offices and 6 subsidiaries in Europe, is here to help you 

Pavigata the Asian market, in all areas of financial managemen.. 


‘What's more, with 28 offices, subsidiaries and affiliates in Asta and Oceania, 
as well as 366 offices throughaut Japan, we're alee deere ta help you minimize 
the risks and maximize the opportunities, 

if you'd like lo know more about how we can help steer you on the right 
course, why it come and talk to us? 

You'll find wore not only one of the world’s largest banks, but we also have 
One of the most professional crews. 
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‘resemble the existing 
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21 con- 
stituencies which represent 
business and professional 


functional 
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the impression that they vi 
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nese land mass. It is also, of 
course, a funetion of the gulf 


nalist summed up what 
seemed to be a common atti- 


On January 3 of this year, his 


chief executive of the Hong 
Bong Futures Exchange, he 
could he forgiven for 
the fall - which prompted 
calls - 


wuspicious. 
But to Mr Riley, a veteran of 
the derivatives wort: the fall 
proved one the Futures 


Exchange which he had 
inherited was not going to 


“It gave me an absolute 
validation that I was right; 
that the mechanism had been 
fixed. Because of the reput- 
ation from 1987 (when the 
effects of the global crash were 
exacerbated by the closure of 
the colony’s stock and futures 
exchanges) it was felt that 
maybe it could not handle big 
down days: but it worked 

»” he says, 

“That gave me a base to go 

and talk to international 


gotten more aggressive 
than I bad planned in terms of 


looking at new things to’ 


introduce.” 

Introducing programmes and 
contracts is very much Mr 
Riley's thing. It is he who, in 
the mid-1970s, was responsibie 
for the introduction and 
institution of a trading 
the first listed 


His plans for the Hong Kong 
market are still under wraps, 
though he is certain to bring in 
China-related contracts and, 


next year, currency options. * 
overhaul 


There will also be an 
of existing contracis, the bulk 
of which are dormant - the 
gold contracts trades four a 
day for pricing purposes; 
futures on the Hang 
Seng sub-indices and interest 
rates are likewise inactive. 

Mr Riley says: “I am making 
it quite clear to other 





LegCo members. Conservatives 
will attempt to amend this 
provision to bring it more in 
line with China's wish to ses a 
committee which consists of. 

four broad sections of Hong | 


Soon after Mr Patten 





Interview with the chairman of the futures exchange 


Handling down days — 


exchanges that we would like 
to be original. We would like to 
be first and therefore the con: 

cept would be to build con- 
tracts down to the very last 


and-bo}ts concerns: growing 
demand for and interest in 
derivatives has triggered a 
rapid increase in the number 
of traders on the floor. The 
trading floor population has 
more than doubled to 300-plus, 
and ~ in anticipation of further 
growth to 400 and a sticky 
He Kong 


rious shortage of space is also 
hurting the exchange’s 
would-be members (the tech- 


on office space) neither the 
problems nor the high costs 
entailed in resolving it have 


“The concept would be . 


to build contracts down 
to the very last detail” 


, l Trading, 
moving in over the next 


The growth of users and 
anticipated launch of currency 
contracts which will be traded 
across different time has 
spurred the second priority: 
installation of an electronic 


American Stock Exchange, 
including Hong Kong Index ~ trading system 


Installing systems may all 
seem a little basic for a man 


when he jumped hip fn from the 
New York stock exchange 
€where he was in charge of 


derivatives, bonds and market 
data) to the American stock 
exchange. “I believe in accept- 


; conservative Inembers are 





.Gaverment Hous in the centre of Hong Kong 


unveiled his political proposals 
in October 1992 LegCo 
hhis ptoposal for the 

.. pressure on 
members has eroded 


some of this support, even 


vidual mee Tbe is is very 
similar to the 





, Unsure | 
measure. The 


ings innate prejutices 
of Chinese of the north and the - He 
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Dealers at the colony's gold exchange 
eines on seals is likely to - 
over the coming years,- 


Petro! 
Mr Riley concedes itis - 
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t is a measure of the 

changing realities of Hong 

Kong that the possibility of 
economic slowdown in China. 
rather than the political 
uncertainty which — still 
surrounds the impending 
transfer uf sovereignty in 1997, 
casts a bigger shadow over 
economic prospects . 

Last year, despite the 
breakdown of Sino-British 
co-operation, Hong Kong's 
economy picked up speed with 
gross domestic product growth 
of 55 per cent, the highest rate 
of increase since 1988. Per 
capita GDP increased by 4 per 
cent to reach $18,500, a level 
that exceeds that of the UK. 

Heavy government spending 
on the new airport at Lantay 
Island, which is designed to 
safeguard Hong Kong’s role as 
an international finane(al 
centre, was one of the reasons. 

Irrespective of diplomatic 


spats over the airport's 
financing, public spending on 
building and construction 
increased by 54 per cent last 
year, contributing to a 5.5 per 
cent rise in domestic capital 
formation. 

“Considering it is a dead 
project, there's a hell of lot of 
work going on,” said one 
senior executive with one of 
Hong Kong’s largest trading 
companies, glancing towards 
Victoria harbour where balf of 
the world’s dredging fleet is 
engaged in reclaiming land for 
what is the world’s largest 
construction project. 

The overwhelming impetus 


has come from China, with 
China-linked trade and capital 
flows offsetting lower demand 
In some of Hong Kong's 
traditional export markets. 
Both local businessmen and 
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Richard Lapper considers the prospects for the colony’s economy 


Realities of the trade links 


deeper integration with the 
world’s fastest-growing 
economy. 

Mr Anthony Bellingan, 
regional research director at 
Peregrine, a local securities 





Political risks associated with the transfer of power 
in 1997 are outweighed by the promise of integration 
with the world’s fastest-growing economy 





foreign investors regard the 
prospect of Chinese ruie with 
equanimity. Any political risks 
associated with the transfer of 
power in 1997 are outweighed 
by the promise and 
opportunity created by even 


house, says that international 
sentiment towards Hong Kong 
shifted decisively in the second 
half of 1993 when the scale of 
overseas investment interest 
simply “drowned out worries 
about politics. The economic 


realities hit everyone in the 
face.” 


Those economic realities 
revolve around the fit between 
China's cheap land and labour 
and plentiful natural resources 
and Hong Kong’s expertise in 
services, communications, 
marketing and finance. 

Since China adopted eco- 
nomic reform and its open door 
policies in 1978, Hong Kong’s 
relations with it have become 
closer, The local business cycle 
has become more and more 
synchronised with that of 
China since 1986, replacing the 
territory's traditional depen- 
dence on the US and Europe. 





FINANCIAL SYSTEMS === SECURITIES 





aybe it is simply because eight 

is a Incky number in Chinese, 

bat Hong Kong's decision in 
1983 to peg its currency to the US dol- 
lar at a rate of 7.8 has proved to be a 
successfal one for the territory, helping 
to pave the way for steady and consist- 
ent economic growth, Richard Lapper 
writes. 

Despite opposition from some in the 
private sector, where the policy is 
blamed for Hong Kong’s relatively high 
levels of inflation, it looks as if the peg 
will be maintained beyond 1997. 

The peg was introduced by the Brit- 
ish government to depress speculation 
against the local dollar following a 
sharp downturn in the property market 
and amid growing concern about Hong 
Kong's constitutional statas. Mr Mich- 
ael Cartland, secretary for financial 
services, admits the policy was not well 
thought oat. 

The reform amounted to devaluation 
- the Hong Kong dollar had been fMloat- 
ing at a rate of HK$5.80-5.90 to the US 
dollar in the months preceding - and 
helped to boost exports significantiy. 
By maintaining its value within a nar- 
row band — last year it fluctuated 
between HK$7.72 and HK$7.76 — the 
policy has helped to provide a stable 
and predictable framework for both 
focal and overseas investors. 

To obtain these benefits, however, 
the Hong Kong authorities have sacri- 
ficed a measure of control over the 
loca] economy. 

Interest rates must generally follow 
those set in New York by the Federal 
Reserve, otherwise Hong Kong wonld 
see funds flowing out of the country. 
Overail, this means that monetary pol- 
fey cannot be used as a tool to tackle 


This has limited the government's 
ability to control inflation at a time 
when prices have risen at a faster rate 
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Peg is likely to stay 


than both the international and 
regional average. Consamer price infla- 
tion amounted to 7.5 per cent in 1988, 
rising to a peak of 12 per cent in 1991 
before falling to 8.5 per cent in 1993. 

Worse still, it has contributed to sig- 
nificant distortions in the savings mar- 
ket. With Hong Kong’s prime rate 
shadowing US rates, real interest rates 
have been negative. 

Add to that equation the substantial 
margins obtained by local banks on 
their savings deposits - deposit rates 
have typically been several points 
lower than prime lending since 199] — 
and there is little incentive for people 


doubled, producing some of the highest 
property prices in the world. 

Mr David Li, chairman of the Bank of 
East Asia, one of Hong Kong’s biggest 
banks, is the most well-known critic of 
the policy. In a speech last year Mr Li 
said that “while the peg served its pur- 
pose when it was introduced, it has 
ontlived its usefulness and now threat- 
ens Hong Kong’s competitiveness and 
growth.” 

Mr Ian Perkin, chief economist at the 
Hong Kong Chamber of Commerce, 
agrees. He says the policy has “dis- 
torted resource allocation” with spec- 
ulative pressures rewarding borrowers 


As interest rates must generally follow those set in New York by 
the Federal Reserve, the government's ability to control inflation 
has been limited and real interest rates have been negative 


to put their savings in bank accounts. 

As a result, savings have been 
directed elsewhere. Some of the slack 
has been taken up by foreign currency 
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able price for exchange rate stability.” 





Wardley Data 





_ EXTEL are pleased to announce a new 
' electronic company data service which combines 
Wardley- card data with Extel's Workstation 


. Ease of use, easy retrieval of data for display or 
_- printing plus powerful searching are the main 
es features of the new service. 


EXTEL are also now offering their international 
securities data in Hong Kong either in a 
. graphics package or as a data feed. 
‘To arrange « demonstration of the Workstation 


or for more information on securities data call 
Nick Kelly at Tel: 524-3226 





3/F Hutchison House 


36F, One Exchange Square 


Central, Hong Kong 
Telephone: (852) 524-3226 
Fax: (852) 596-0946 : 





10 Harcourt Road, 
Central, Hong Kong 
Tel.: 848-9793 

Fax.: 524-4521 
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“The virtnes are obvious,” says Mr 
Kwok-Chuen, especially in the run-up 
to 1997, when political uncertainties 
will be reflected in sharp and unsettl- 
jng movements of the dollar. 

Mr Anthony Bellingan, regional 
research director with Peregrine 
Securities, a locai securities house, 
says the removal of the peg would 
leave the economy “totally at the 
mercy of capital flows”. In present 
conditions, change would effectively 
lead to the revaluation of the Hong 
Kong currency, which he describes as 
“gq fairly appalling prospect” since it 
could spur even faster asset price 

There are signs that Hong Kong’s 
inflation is falling as a resuit of strac- 
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But Hong Kong’s economic 
performance last year indicates 
that a decisive shift has taken 
place. Both Hong Kong invest- 
ment in China and Chinese 
investment in Hong Kong have 
seen a qualitative increase. 
Hong Kong is now China's 
largest external investor, 
accounting for around two- 
thirds of its total foreign direct 
investment value. 

As much as 70 per cent of 
Hong Kong’s manufacturing 
industry — textifes, electronics, 
toys and watches - has moved 
away from Hong Kong itself to 
Guangdong and other southern 
Chinese provinces, where aver- 
age wage levels are less than a 
fifth of those in Hong Kong. 

Mr Michael Cartland, Hong 
Kong’s secretary for financial 
services, estimates that as 
many as 3m Chinese are now 
employed in China by interests 
owned or controlled from Hong 


Kong. 

Yet most of these companies 
continue to rely on Hong Kong 
as a source of management 
expertise, financial services 
and marketing support, and 
help stimulate the growth of 
the colony’s service sectors. Mr 
Cartland says Hong Kong com- 
panies increasingly specialise 


uct design, production manage- 
ment, technical support, 
marketing and material sourc- 


5 
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(1) 1933 Q1-3 af an annual rate 


1983 Average for year Includes tatest avaiable date. 


(8) Annual percentage increase at year end. 
(4) Rate at end Dec.92, end Nov.83. 


Sources: Datesirsam, Government Secretariat Hong Kong. 





per cent in 1993. 

At the same time, Chinese 
investment in Hang Kong has 
grown apace. Mr Cartland 
loosely estimates Chinese 
investment in Hong Kong at 
between US$12bn and US$20bn, 
an amount which is “probably 
larger in value than that from 
the US and Japan”. 

There is little doubt that Chi- 
nese interest in property is one 
of the factors fuelling last 
year’s 50 per cent plus increase 
in property prices. 

Mr Cartland says trade pat- 
terns were “broadened and 
deepened” with Hong Kong’s 
connections extended beyond 


dy 
That amount yo pera. 
especially after year 
when the Bank of China 
becomes the third authorised 


note issuer. 

The negative aspect of this 

integration is that Hong 
Kong’s future prospects might 
now hinge to a much greater 
extent on China’s own eco- 
nomic prospects. 
The abolition of China's 
most favoured nation status by 
the US administration would 
have a decisive impact on the 
re-export trade, possibly wip- 
ing off two to three percentage 
points off the growth rate. 
Most forecasters regard this as 
unlikely but a tightening in 
China's austerity measures, as 
the country’s leaders seek to 
contro! inflation, could lead to 
some slowdown in the reex- 
port business and some repatri- 
ation of capital. 

‘The one certainty is that the 
local business community 
seems set to spend more and 
more time the Chi- 
nese - rather than Hong 
Kong’s economic performance. 
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An extraordinarily profitable market faces a harsher climate 


Clouds on banks’ horizon 





Although it is hard to tell, by strong inflation of asset 
given the lack of disclosure of prices. Banks making mort- 
basic financial information by gage Joans have been com- 
many of its 175 banks, Hong forted not 

Kong heads towards 1997 with ment, but a steady rise in the 
the satisfaction of being value of assets. This has 
world’s most profitable tributed to very 





ond most valuable company in banking analyst at Jardine 

the FTSE-100, and the most Fleming. 

valuable in the out- mi Hong Kong is a a trade cen- 

side J: tre for 

Yet as the new year started, Pacific region, and is also 

there were growing signs of strongiy linked to There 

nervousness among banking is enormous de loans 
— as well as inves- within China, and trade 

tors ~ that banks were taking finance - 


banks with relatively little 
tial property lending was credit risk. 
imereasingly an object of con @® Banks have managed to 
cern. maintain a relatively generous 
Hong Kong is an extraordi- spread between interest rates 
narily profitable market for charged on loans and paid on 
commercial banking. Banks deposits partly because of the 
commonly generate post-tax so-called “cartel” — or interest 
returns on equity agreement - run by the 
30 per cent a year compared to Hong Kong Association of 

depostis of below HE$500000." 
“Other banking systems = g'The demand for loans is 
have come to grief — you boosted by negative real inter- 


fae 


cannot rule out that est rates as a result of the peg 

in Hong Kong” between the US and Hong 
Kong dollars. The assumed The Hongkong Bank on Hong Kong Island 

EE  ndervallation of the HK dol- 


the mid-teens for the best lar means the Hong Kong Mon- 1980s whose banks generated 
panks in the OECD, while etary Authority must, keep large profits only to be sav- 
. ‘ficial to : 


maintaining very strong capi- interest rates agely 
tal ratios and liquid balance prevent excessive demand for rapid asset price deflation and banks 
sheets. the currency. of their 


ers. 
i .” says Mr David tive 
for the past three years, ach- through selling prod- Carse, deputy chief executive says the bank 
feving 6.4 par cent GDP growth ucts such as life of the Hong Kong Monetary rowers carefully 
in 1993. This has been matched Ratios of Authority with responsibility lend for the purchase 
by a surging demand for loans non-interest to interest mcome for banking supervision. Even if Hong 
among both consumers and are commonly below 25 per Mr Carse has tried to per- the crashes which have 
» With total bank cent, suade banks to be cautious afflicted other 
loans outstanding growing by Yet this aj over both residential and com- kets, earnings 
13.5 per cent in the year to last banking climate leads to ita mercial property lending. The 
own compare banks agreed a mortgage loan Paul Selway-Swiit, 
Overall price inflation of 85 Hong Kong in the 1990s with cap of 70 per cant of tha value of 
per cent last year was driven i in the af property in 1991, and it is the HSBC Holdings subsidiary 


his October Mr hates The stock exchange chairman talks to Simon Holberton 


a a : 

remarkable three years at the Sh i 

evar Shares a e Chinese 
Mr Lee, who retires in accor- 

dance with exchange rules, has ; 
presided over the market dur- “H” shares on the Hong Kong Mitchell where he investor protection. Mr Lee 
ing a crucial phase of its devel- exchange. This was no mean rained as a accoun- up on his own in 1970 and 
opment, He will leave the colo- feat, that these talks tant. Although the knowledge 1978 formed the 

ny’s exchange immeasurably with the bitter dis- he gained was to prove useful tors Woo, Kwan, 
stronger than when he took up pute: between Britain and in later life, “I couldn't s which he is still a partner. 
the first of three one-year China over Governor Chris myself doing audit all my life.” In 1988 he was asked by Sir 
terms in January 1992. Patten’s plans for the colony’s After a stint with the Hong David Wilson, then 

Then the exchange was still political : Kong government, in 1965 he to join the board of the 
recovering from the trauma of Jeaders in China are went to London to study law. exchange as an 

past events ~ notably the 1987 very pragmatic people,” Mr He flirted with student radi- representative. The four stock 
stock market crash and prob- Lee said recently. -“They said exchanges had been unified in 
— and the ructions they caused and prosperity for Hong Kong. “We couldbeamajor brought into disrepute first by 
to staff and membership alike. The listing of ‘H’ shares bene- market for capital closing its doors 

China was barely on the fits not only China but also formation in China” during the giobal 
agenda. The introduction of Hong Kong. It puts Hong Kong turmoil of October 1987, and 
new technology seemed far on the map as an internationg] es then by allowing 
Not so today. The exchange financial centre. It makes Hong calism - once lunching with share allocations 
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its. securities addressing for 
After school he joined Peat the first time the issue of 
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For more than 75 years, the Bank of East Asia has been serving the international financial 
needs of its customers in Hong Kong and overseas. With its 66 local branches in Hong 
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for a company to uphold inter- 
management, regulation and 
listing lures. 

“We got 200 hand-picked 
ittendees,” 


New York and Hong Kong 
underlines the benefit of a 
Kong listing. “We trade 
four times the volume of 
Shanghai Petrochemical 
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Average net office rentals 
weigh in at HK$75 a sq ft - | 


although one-off units have 
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ft 1 
in central Tokyo in a 
since when rentals have-fallen, bay 

ding to. agents Brooke. . aig 
Hillier- Parker,- a 
field the: biggest at avis 
HKS$545 a month they were Pa 

- Paying more than double the weet 
HK$232 paid by their peers in ait 
Tokyo... by © 
: otal mie ee wt 
dential mar! Hong Ei e 
prices ‘have -risén 350: per cent: ie 
since 1989; for commercial Oy 
property, values:: have. © tian 

150 per over Be 
the trend of hows: 8a, 
Costs - as dictated ig, tis 
tally by the cost of geet 
and interest rates - against def 
income shows that, ea 
While the disparity 1s nowhere Bart 
near a8 severe as in 1981, it is Rae 
very much worse than in Woe 
It is a concern being. taken yt 
on board at the highest levels type 
in February Mr David Carse, ier 
deputy chief executive of the vie 
Hong Kong Monetary: Author ea 
ity, wrote. to the Hong Kong ey Seu 

_ Assoclation of Banke calling ee 
on. its members to review their ‘ig 
exposure to ; Re ye 
their lending for house pur. erie 
chases to around 15 per cent a ae 
year. Total to. thi ay 
property market should be By, 

to. around 40 per cent of Raa 
loans in Hong Kang, he said. ee ke 
By March, Mr Li was calling Pep, bo 
on the government to jack-up slag 
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y the end of this 
Potures year the colony's 


Exchange expects to see 
return to the volumes of business 
witnessed in the precrash era. It has 
already ~ last October — paid off the spe. 
cial HK$193bn “lifeboat” loan which saved 
bankruptcy in October 1987. It is 
making a profit. Finally, and with a lot of 


hard work, it is 7 
one where it will be See ee 
tory, but by its future. 


The colony is emerging as the Pacific Rim’s biggest derivatives market, reports Louise Lucas 


Futures exchange shifts to new era 


has stayed at a ratio of 2.5 to 3.5 times that 
of the cash market in terms of dollars 


the region. 

Mr Sunimai Goonetillake, head of deriv- 
atives marketing at Peregrine Brokerage, 
attributes the demand for derivatives to 
the volatile nature of the markets and the 
Jevels of foreign interest in Hong Kong 
and Asian markets generally. Addition- 
ally, derivatives are being used by inves- 
tors to access markets which are other- 
wise semi-closed to foreigners, such as 
Korea, the Philippines and India. 


kers defaulted to the tune of HK$1.8bn, but 
only HK$22m was in the guarantee fund. 

But now, with a return of confidence 
and liquidity - arguably two sides of the 
Sane coin — the exchange is ready to move 


opment, As it does so, it is tapping mto a 
major appetite for derivative products in 


“Wherever there’s an exciting story, derivatives and the leverage 
they can give are attractive to investors... everything about Asia 


“Asia's markets are incredibly exciting 
Most people believe there is strong earn- 
ings potential for companies based in Asia 
and wherever there's an exciting story, 
derivatives and the leverage they a 





applies in an extreme sense to Hong Kong” 


stocks and derivatives alike in the early 
part of the year has slowed somewhat on 
the Futures Exchange, although volatility 


Volatility is one of the biggest differ- 
ences Mr Riley noted on taking up bis post 
in Hong Kong, after 2 career spent on US 

; “fm used to implied volatility 
of 15-16 per cent at its highs, and here 


turn leading companies to engage in index 
itrage. 


3 


extraction, 
gradually sell down into the hands of 
small investors who view them as specula- 
tive tools and a cheaper entry into the 
underlying stock. 


After taking a severe battering when the 


‘ing at a 60 per cent premium at one stage, 
suggesting that the colony’s appetite for 
‘warrants owes less than it might to funda- 
mentals. 

Investment banks - especially the US 
houses — have been quick to take advan- 
tage of the derivatives markets, initially 
on the Futures Exchange. As of last year, 
many of these banks have been trading on 
the OTC market, too. 

Mr Vinall says an early interest in 
indexes has now extended to OTCs on 


largely because of the depth of their 
options technology. Big players include 
Merrill Lynch, Salomons, Morgan Stanley, 
Bankers Trust, SBCI and Credit Lyonnais. 








Dragon bonds 


in demand | 


For an economy which appears 
to have scant need of debt fin- 


into Hong Kong dollars to 
avoid currency 


T Michael Haynes, 
managing director of 
Swire Fraser Insur- 


southern Chinese towns of 
Guangsbou and Shenzhen. 

Mr Haynes now spends at 
least one i 


SReoees® 
“allie 

ent 
tis fit 
ui a 


in 1991, admits that he barely 
ever visited the mainland. 
Nothing illustrates more 
clearly how things have 
changed. 


In recent years the Hong 
Kong market bas been among 
the fastest growing in the 


ey 
: 
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Richard Lapper looks at the prospects for the colony’s insurers 


Mainland risks underwritten 


world. Overall gross non-life 
premium income in the terri- 
tory grew by 20 to 30 per cent 
in 1993 to more than HK$17bn, 
according to Mr Stephen Ip, 
followed a 26 per cent increase 
in 1992 to HK$14.2bn, and 
indicates that despite inflation 
of 8 to 10 per cent over the last 
two years, the market is exper- 


interest in Hong Kong from 
both China and overseas has 
spurred growth of the prop- 


$200m in insnrance premiums. 
Premium income from prop- 
erty insurance for the market 
as a whole rose by 21 per cent 
in 1992, even thongh rebuild- 
ing costs rose at a somewhat 
slower pace than property 





The contract to insure the new Hong Kong airport 
~ the world's biggest construction project — should 
generate more than $200m in insurance premiums 


well, a 


glomerate which has pio- 
neered the development of the 
build-own-operate or build-op- 
erate-and-transfer technique in 


licensed to underwrite from 
Hong Kong. The number of 
insurance companies licensed 


obtaining business licences. 
Most of the newcomers see 


Nationales of Paris, and 
Aachener und Munchener 
Beteiligungs of Aachen. Six 
further i are under 





have notched up an 
impressive tally of 
small bro- 


HH ong Kong’s regulators 


Louise Lucas considers the récord of the market regulators 


Watchdogs do their best 





have done so much in trying to 
build our reputation. With one 
stroke of the pen we could 
have destroyed it. This is some- 
thing we just can’t entertain.” 

But the row with Jardine is 
not over. The SFC says that 


in metal trading, printing, sea- 
processing and properties 
— m August 1992. When the 
investigation started, the 10 
companies making up the offi- 
cial and unofficial Allied 
Group had a combined market 
capitalisation of BHK$7.6bn. 
Mr Allen's 688-page report 


z 





After two spectacular swoops on Companies, with 


Group throughout the investi- 
gations, so that today it is a 
much slimmer animal than the 
one which came under scro- 
tiny in August 1992, 

A similar investigation tar- 
geted the corporate affairs of 
the World Trade Centre Group, 
@ company previously con- wi 
trolled by the Australian Bond 
Corporation and two associ- 


tor, started delving into its 
affairs. 


first big com- fixed | Commission, Hong Kong’s cor- the company — as a Hong Kong hundreds of uniformed policemen, little more than short selling (covered short 
receive income team | porate watchdog, is company, listed or not — still . tors, it will have to show that, selling has now been legalised) 
yy ublicly _Cebt Programmes = fom Lehman | agreed to have come out on falls within its jurisdiction.  _@ sheaf of paperwork has resulted from either this time, money has not bean apd failure to meet disclosure 
declared Semeeneemeweeem Brothers in 2 top. The row over the applica- Jardine di: es sent in vain. of interests requirements. 
debt rating. securing bid to capture a share of the | tion of the Hong take- § Where the track record has through which, it claims, Mr ated companies. More successful has been the lew regulations have been 
an implied senior rating of A Asian debt market. overs code pitched the SFC perhaps been less impressive is Lee Ming Tee, then chairman, Publication of this report - onslaught on activities such as brought in to protect clients of 
from Standard & Poor’s - the Mr Francts Leung, the man- | against Jardine Matheson, the in the handling of Hong Kong’s syphoned shareholders’ fands which will run to more than Practices at odds with foreign exchange agents. The 


new capital requirement for 


into activities such as the 
brokers, allied to other con- 


undisclosed control of listed appendix 
companies, share price manip- 
ulation and the funding of 


expected to follow suit shortly. ment contacts while totroduc- | the le hundreds of uniformed police- mercial Crime Bureau seized a Among the bigger half the existing Forex brokers 
* Wharf, whose interests span ing a fixed income and distri Jardine had argued that men and vanloads of potential stock purchases by the control. crates of possible evidence fish caught, Peregrine - out of business. 
property, infrastructure and bution capability to its own were evidence, but little more than a ling shareholders. from the three companies plus ments, the Hong Kong securi- At the stock exchange itself 
media, sought a rating with an customer bank. has | protected by the Bermuda sheaf of paperwork has However, as yet Mr Allen’s four others largely under the ties house, was disciplined for - to which direct powers have 
eye to future calls on the debt a keen eye turned on the China code, tailor-made for resulted from either. endeavours and HE$46m of helm of Mr Stanley Ho, a misconduct concerning been devolved from the SFC - 
markets to.fand expansion in market when it talke of the | the group by the authorities in Mr Nicholas Allen, who taxpayers’ money have done Macau tycoon whose em of the flotations it handled. big steps have been taken to 
cable TV, telecommumications potential for debt issuers. its country of domicile. The works for Coopers and little to dent the ebullient Mr ranges from ferries to casinos. The SFC last September tighten up on malpractices and 
and Ching. “although it’s now relatively | SFC refused to grant a waiver, Lybrand, was appointed by the Lee, who has since stood down _—As with the Allied G: accused the banking arm of fo create an environment 
‘The stock exchangé is also easy to raise equity for infra- | Jeading Jardine Matheson government to investigate the as chairman but whose busi the World Trade Centre Group engaging in stock trading where both domestic and over- 
looking to carve a role for itself structure through a listing on | its associate to quit the colo- corporate activities of Lee ness activities are as prolific as has a “which was likely to be preju- seas investors can deal confi- 
in the market, Debt securities the stock exchange, a lot of | ny's stock exchange from the Ming Tee's Allied Group ~ ever. Moreover, Mr Lee sold sis since Mr John Lees, the dicial to the interests of the dently in Hong Kong and 
totalling HK$i9J.75bn were ralects have to be Snanced by end of this year. companies which had interests subsidiaries of the Allied governmentappointed inspec- investing public”; contributing China securities. 
Histed om the Hong Kong mar- debt.. There is a limit 
ket in 1993, compared with just much commercial banks can a 
siphon Se ets ee ee Dad ome | OICe COStS : 
a A _ 
Dane for a Tare active Gt Uw ond ton, nd | Hong Kong Setting The Pace 
market. Investment banks Ne OE eet 4 ate . a 
Fae a Lor eldary | China Soot Open to foreigners | cree Breet and keep thelr gearing for The Asia-Pacific Century 
market on bond transactions. yet, when the erage shows. Chat: conporsted 610. Dd ery low, [udiviteale bave only ; : : 
mite, Sovernment, afvears eiguers wil be able to partic: | high cost af overheads in Hong Multinationals still want a foot * The world’s 10th largest trading economry - growing at 5.5% a year 
ago, plans to issae five-year pate in the China bond market Keng It mes timely reminder a the Asia cam, and prefera- ° Free trade, free market policies. No foreign exchange controls 
er later . and that be as big as the a . icatii ; ; 
prema oe ensoaies.. fund US bond market. In Particular, total monopoly on sophisti: Companies are already ee hub of Asia Pacific: 
ag ctr gg ee el eae 
sary ils = began in March bs .. tool tnay havea “mach “an $100. 8 oq: fet ~ world’s 2nd busiest airport for freight, 3rd busiest for international passengers 
of 91-day bills; it now issues a money,” says Mr Leung. foot in the China door. Exchange Square, a develop- ~ satellite and fibre-optic links to the world 
range of notes with maturity With the US Fed embarked | |, While there ie aes andas inthe heart of the po Lem * The natural business centre of the dynamic East Asia region and gateway to China 
ee tay bulls, bonis at rates, the band market in Hang from Hong Kong, Mr Chur- ness district and home to the * Low and simple pro-business tax - maximum 16.5% profits tax, 15% salaries tax 
notes 38 Kong ee ee cma eee fag nee ornate Fron ee oe ian and many of * Per capita GDP this year forecast to reach US$20,600 -higher than Britain. 
signin ma for fred erbated in the colony by.its peg | Kong refusing . pay While tow companies aS bi and financial services centre 
i Mar. a@ month Teluctant to drop the cachet fects 
Hon peer ce test OF Gols Nicholas, senior | staff in big-scale apartments. an address on the square, 
‘was worth vice president with There ‘is ag yet no evidence of many are starting to cut floor 
See ee ee ee of this Brothers ~ the US.house which | this bappening, he says, but ha space and despatch staff to 
i bad already has been at the forefront.of the | believes the point is not that Swire’s new development on 
eet sane HIKS3bn, dragon bond = believes | far the eastern pert of the island. 
‘aised some i “Rental costs for housing in Here rentals are just one third 


good quality apartments are of those commanded at 
: Square, which is a 


Exchange 2 
10-minute cab journey away. . 
With the government now 


i according 

ial Services, many bankers are sitting with 
ere oaae ‘ mandates to issue bonds. in 
The Mass Transit Railway 
corporation, traditionally 
the higgest players on 
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HONG KONG 6G 
he recent growth of Hong Hi LIFE ASSURANCE 


aitn.== The young ignore taboo 


splracy. 
National Mutual Asia, the indus- 








try’s second largest company, in value and an annual cash dividend. 

which Australia’s National Mutual Tn a savings market where interest 
owns a igjority stake, has been at | tates on bank deposits are negative in 
the centre of the controversy, follow: real terms, the policy has offered an 
ing defection of its chief execu- ive to higher risk investments 
tive, Mr Andrew Yang, several senior in the property and stock markets. 

managers and some 500 of its sales- | “We are not judged on cur invest- 
men. ment yleld, as we would be in the US 
The company accused the execu- or Europe,” says Mr Snelgrove. “Peo- 
tives of “conspiracy by combining ple are looking for long-term guaran- 

with others with the inten- tees.” 


Additionally, fears about the politi- 
cal and economic future of Hong 
have increased 


together ? 

tion to injure National Mutual” and 

has issued ; 
the attractions 






os a W anteed protection in hard curreticy, 
rupted. Hong Kong has “a deep-rooted fear of insuring against death” especially for the tertitory’s socially 
Mr Yang spearheaded the compa- and geographically mobile middle 
ny’s growth in the 1980s, when it built Canadian company which has made changes, partially linked to Hong classes, 
up a business to challenge the domi- expansion in south-east Asia a prior- Kong's rapid economic growth, have The property boom has also gener- 
ity. led to a culturai- shift. National ated some demand for life assurance. 
Assurance. Labour shortages in the Each of the three dominant compa- Mutual - and its rivals - have found - “Chinese people like to acquire prop- 
colony could make it difficult to nies - which together control about the younger generation of Hong Kong erty. As soon as you do that you need 
replace the lost sales force, especially three-quarters of the life assurance Chinese much more sympathetic fo some protection against liability,” 
at a time when competition is intensi- market - have had to overcome imi- the idea of life assurance. says Mr Lau. 
fying. Both Chinese and overseas tially strong cultural resistance to the It is “gaining widespread accep- Certainly, the evidence shows a 
insurance companies view Hong Kong basic idea of life assurance. tance, particularly from the younger sharp increase in life insurance sales 
as a springboard for entry into the “Traditionally, the Chinese didn't generation,” says Ms Janice Wallace, since 1988. Premium income has risen 
market ahead of 1997. buy life assurance. There is a amalyst with Goldman Sachs in Hong ‘from HK$12bn in 1983 to HK$13bn in 
In particular Top Glory, a Chinese deep-rooted superstitious fear of Kong. Some 30 per cent of the Hong 1992, with sales of individual policies 
company in which China National insuring against death and the ‘Kong population of 5.6m is in the rising from HK$64bn to HK$82bn in 
Cereals, Oils and Foodstuffs Import extended family has provided security 21-35 age group and 58 per cent under 1992 alone, an increase of 262 per 
and Export, has a significant interest, for dependents,” explains Mr John the age af 35 according to 1991 cent. 
took over the business of NZI Life Snelgrove, general manager census. A total of 1,97m policies are now in 
from the UK's General Accident in (employee benefits and corporate The sales forces, often in force. The percentage of the popula- 
December last year and is expected affairs) of National Mutual. and 30s, have found it easy to sell a _ tion insured has risen tenfold to about 
locally to build up a challenge to the “Traditionally, for a lot of people it relatively simple “whole of life” policy 20 per cent over the same period. 
existing market leaders. was a taboo,” adds Mr Edward Lau, denominated in US dollars, which National Mutual's last annual report 
Along with AIA and National agency vice president of ManuLife. offers an element of life assurance indicates that sales continued at a 
Mutual, these include Manulife, a However, geographical and social protection, a guaranteed surrender similar pace in 1993, with preminm 









=== |Growth-path maj 
*|not be . 




















e: 












Solid group core investments, dependable recurrent earnings and low gearing at 9%. 
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Wharf 1993 results — 33% profit growth and 70% asset growth. 






" 
Strong performance and expanding landbank in development properties. 






Merchant house ambitions realised in Climax, Virgin and Maison Mode joint ventures. 






Defined China strategy — measured approach in 5 regional hubs. 













Strong foundation and commitment in Hong Kong. 








exchange is on : 
cead as smoothlyas it looks on 
Firstly, the volatility which - 
has ripped into markets across 
the world triggered each- 
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